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PREFACE TO THE HRST EDITION 


** There is no doubt that Mankind is once more on the move. The 
very foundations have been shaken and loosened and dungs are again 
fluid. The tents have been struck, and the Great Caravan of Humanhy 
is once more on the march." — General Smitfs, 1 6.12.18. 

See History of Peace Conference^ VoL III, p. 54. 

W E live in exciting times, and one of the elements 
of our excitement is a great uncertainty as to the 
future way of the world. Practices and principles for long 
held sacred have been cast out of the political and economic 
temples and a huge question mark curls in menacing fashion 
over mankind. 

Though it is difficult to form judgments as to the future, 
that task is made immeasurably harder if prophetic exercises 
are conducted in a vacuum as regards the past. However 
strange and unusual ; however foolish or wise may be the 
politics of the human race in the rimes to come, it is certain 
that they will be related in some way to those of the past. 

“ Whither mankind ? ” can only be guessed and perhaps 
planned with any hope of accuracy or chance of success 
in terms of “ Whence mankind ? ” 

The purpose of this book is to make a “ political- 
economic ” picture of world affairs as they have developed 
during Our Own Times.” The title of tliis book has 
been taken to mean the period between the years 1913 
and 1934 with such spilling over into remote past and 
immediate future as seemed necessary to smooth off jagged 
edges. 

When tliis project first began to take shape in my mind 
in 1932 there seemed to be two possible metnods of dealing 
with the immense volume of documentation, fact and 
opinion which lay in the libraries and files. Either one 
could attempt to write an impressionist study in the sur- 
realist style, a book conspicuous for its uselessness as a 
work of reference, or else one could attempt to write what 



'■"■'V ;'::’- Preface to the Pkst Edition 

has af **a factual statement^*; a book 

which would never be read. Whilst watching the filming 
of a play of which Ian Hay and I were joint authors, 
another idea came into my head. I noticed that far 
more feet of film were ** shot ** than ever appeared in the 
flnislied picture, and so I decided to imagine that my mind 
was a cinema camera. I would let it move about amongst 
the voluminous mass of historical material and sometimes 
I would take a close-up of a man or an event, or a policy. 
This done, I would “ truck ** the camera away and take 
a long-'distancc view, or a picture from an unusual angle. 
Then I would build up my final film with such arrangement 
of ** close-ups and details ** and of “ long-range shots ” as 
seemed best calculated to make an arresting yet accurate 
picture. This has been my method, and it is hoped dut 
the result is a book wliich, whilst not without value as 
a work of reference, can also be read as a living story of 
the wonderfully dramatic events of Our Own Times. 

In order to give the book a backbone, search was made 
for a central and continuous theme sufficiendy compre- 
hensive to allow of die whole story being related thereto. 
The theme chosen was the problem of Man and Himself, 
a problem most sharply expressed in the perpetual clash 
between man’s yearaing to co-operate with his fellows and 
his passion for conflict and competition. At the beginning 
of the book we see this problem leading man down the 
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PREFACE TO THE 1938 EDITION 

T he favourable reception given by the public of the 
English-speaking world to the two-volume edition of 
this work has led me to the conclusion that it would be of 
service to publish it as one volume, and at the same time 
correct a few minor errors, revise the bibliography, and 
bring the whole book up to date by the addition of a 
supplement covering the period from the autumn of 1934 
to October 1938. With the exception of a few minor 
alterations and additional footnotes the text of the original 
two volumes has not been altered. 

I hope it will not be accounted immodest on my part if 
I remark that although most of this work was written in 
the latter part of 1933, subsequent events have not made it 
necessary for me to alter to any substantial extent the 
judgments reached at that time. It is of particular interest 
to me to discover that I have no need to alter a comma in 
the last chapter of conclusions. All that has happened since 
that chapter was written in 1934 is that the issue set forth 
in the last section has become more apparent to the man 
in the street. In that section I wrote : 

“ At the end of Our Own Times the most important 
issue in the world was that of Freedom. . . . The menace 
of the authoritarian State with its substitution of the group — 
cither racial or national — for the individual as the Central 
fact in life, was very real in 1935. cannot be said too 
plainly that there can be no compromise between the 
principles which are at the root of democracy^ on the one 
hand and the Totalitarian system on the other, 

I stand absolutely by those words to-day (1938). I am 
convinced that the authoritarian States in respea of their 
intolerances and persecutions, and their worship of mili- 
tarism* arc but passing shadows on the mirror of history, 

vii 



Pmfum to the 1^38 Edition 

Wh^cr tkey will pass in dreadful war or slowly wither 
away 1 will not pretend to forecast. But that Truth will 
prevail is the Faith upon which 1 have estahlished my 
foundations, 

I am again indebted to Mis. L. K. Scott, B.A., for in- 
valuable assistance. I shall be grateful if readers will point 
out to me any errors which may still exist in this book. 

S. K.-H. 


PREFACE TO THE 1940 EDITION 

O UR OWN TIMES was first published in two volumes 
in 1935. In November 1938 a one-volume edition 
was produced. This edition contained all the material in the 
two volumes and in addition it included an account of 
events during the period 1935-38. As it was going to press 
I included a prefitory note deahng witli the September 
Crisis of 1938. In this note I expressed grave doubts as to 
whether the Peace obtained at Munich was more than a 
breathing space. A number of reviewers chided me for my 
pessimism. Alas ! my forebodings have proved to be 
justified, and as I pen these words Great Britain and the 
Dominions are allied to France in a war to the death with 
the Nazi regime of Germany. Poland has been struck down 
as the first victim in this struggle. 

In view of these facts my publisher and I have decided to 
produce yet another edition of Our Own Times which shall 
be sold at a price bringing it wdthin the reach of those to 
whom I2S, 6d. was too much. Furthermore this 1940 
edition will include, in addition to all the matter which has 
appeared in the earlier editions, a supplementary section 
covering the period 1938 to 1939. 


s. K.-a 
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** When we have studied phenomena, we may obtain 
knowledge; when we have attained knowledge, we may 
acquire goodwill ; when we have acquired goodwill, the 
heart is chastened ; when die heart is chastened, man is cul- 
tured; when man is cultured, order reigns in his family; 
when order reigns in his family, it reigns also in his country ; 
and when order reigns in every country, peace reigns in the 
world.’* 

From the Great Teaching of Tseng-Tsan, a disciple of Confucius. 

“ I shall be content if those shall pronounce my History 
useful who desire to give a view of events as they did really 
happen, and as they are very likely, in accordance with human 
nature, to repeat themselves at some future time — if not 
exactly the same, yet very similar.” — T hucydides. 
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CHAPTER I 


PRELUDE 1 

“ rime is a sort of river of passing events, and strong is its current ; 
no sooner is a thing brought to sight ilian it is swept by and another 
takes its place, and this too will be swept away.'' 

Marcus Auremus, Meditations. 

I. The Problem 

T hose who have lived through the period 1913-38 
have filled the role of spectator and actor in an episode 
of the drama of Man and Himself^ unprecedented in the 
scale and speed of its development. 

It has been suggested ^ that perhaps in the third and fifth 
centuries of the Christian era, two periods during wliich 
the Roman world staggered suddenly and visibly towards 
its ultimate fate, we can find liistorical precedents for 
the mighty upheavals wliich have made our own times 
of 1913-38 so desperately exciting. But — as the same 
authority reminds us — the “ grandeur ” of Rome was 
limited in its scope, though held by its creators to be of 
universal and supreme importance. The Chinese laboured 
under a similar delusion from the earliest times up to the 
beginning of the twentieth century. 

In contrast to the localized affairs of Rome (or China) 
the drama to be described and interpreted in tliis book has 
had the world for its stage and ail mankind for its cast. 
Ever since those dim and remote ages when man first began 
to walk erect, he has been organizing himself into societies^ 
the better to achieve his primary necessity, which is that 
of keeping his body aUve. In the concluding chapter of 

^ The student should study Arnold Toynbee’s wonderful work, A Swtfy 
of History^ Oxford Press. 

* “ The first man is of the eartli earthy ; tlie second man is the Lord from 
Heaven.” — i Corintiiians xv, 

* Survey of Internatiomi A(ffairsy 1931, A. Toynbee- Oxford Press. 
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this book we shall Have more to say upon the relationship 
between tliis problem of body-keeping and the events of 
our own rimes. Here wc need only note that side by side 
widi experiments in politics and economics having as their 
purpose the solution of the great material problem of life, 
man has also been engaged upon a heart-breaking search 
for spiritual peace. He has groped for the right way 
of life, to the attainment of which end material wcaltn 
is but a means. Buddlia; Confucius; Jesus Christ; the 
Prophet Mohammed have pointed their several ways. The 
first and the third have presented men with the problem 
of finding earthly peace by escape from things earthly. 
These two teachers emphasized the fact that man’s funda- 
mental problem was Himself. This deep problem has been 
reflcctca as much in the material side of man’s life as in his 
spiritual existence. It is a main conclusion of this book 
that the chief significance of Our Own Times is that they 
mark the closing years of the long period during which 
the urgency and the difficulties of the material problem 
necessarily overbore those of the spiritual problem and 
relegated it to a second place in men’s minds. ^ For this 
reason we suspea that in “ The Times to Come ” the 
non-material aspects of life vrill engage an ever-increasing 
share of men’s mental and bodily activities. The key- 
note of the past has been Work ; ^ that of the future will 
be Leisure.® 

As our vision of the restless and evolutionary processes 
of human history emerges from the darkness which covers 
primitive man into the foggy twilight of written records 
and so to the over-bright glare of personal experience, two 
conclusions stand out from a mass of detail. 

The first is, that although it has cunningly contrived to 
jassume as many disguises as there have been years of time, 
the nature of the problem of Man and flimself, both in 


^ The ** long period ” may have begun half-way through the paleolithic age. 

• By work is here meant Production of wealth primarily for consumption 
and only secondarily for the sake of creating something.” 

• It ^ould be, but is unfortunately not, unnecessary to remark that Leisure 
does not mean blank idleness. Leisure is time employed in work (physical 
and/or mental) done primarily for the joy of achievement. 
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its material and spiritual aspects, has always been the same. 
It has been the need of making a choice between self and 
selflessness; hatred and love; taking and giving; com- 
petition and co-operation; the short view and the long 
view; nationalism or internationalism. The second con- 
clusion is that until about the latter part of the nineteenth 
century men were attempting to solve their problem in 
the isolation of detached groups. 

The whole history of man is on the one hand the story 
of the clash between his co-operative and competitive 
instincts, and on the other, the story of how the conse- 
quences of tliis clash through the ages have progressively 
brought him face to face at last with the inescapable trutn 
that just as the problem of Man and Himself is universal 
in its application, so also is there but one mankind and one 
earth from which there is but one universally dreaded way 
of escape. 

The story of the clash referred to above is, in one respect, 
a story perpetually repeated, whether its setting be the 
tribes of primal times ; Empires brightly patterned of Egypt, 
Crete, Babylon, Greece, Rome, India, China, Mexico; or 
the steel and iron nations of the latter-day New and Old 
Worlds. It is a story of man searching for a compromise. 
A paradoxical desire to co-operate competitively ; to mix 
oil and water; to control and be uncontrolled ; to be 
anarchic and social. The theme of this story has been the 
same, but the stage has been revolving, and with each 
succeeding act the scenery and the setting displayed at the 
rise of the curtain have been more elaborate, more nearly 
composed of the whole human and material resources of 
the globe, until when the curtain ro*se in preparation for 
the presentation of the events which were to make 1914 
so memorable a date, the stage of world affairs presented 
a universal picture for the first time in human history. 
The many-coloured pattern which the gods, using man as 
their undiscerning shuttle, had been weaving for so many 
centuries was complete at last. By 1914 the political and 
economic activities of the human race, of all the white, 
yellow, brown and black men and those of blended colour 
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between the racial frontiers, had been integrated by countless 
visible and invisible forces and influences. 

The World and its inhabitants were potentially, and in 
many respects actually, one. It was the end of the first 
chapter of the creation. 

2. Western Civilization 

Men of imagination had visioned this event in bygone 
days ; a few great leaders of thought had striven to bring 
it into existence upon the spiritual basis of religion ; other 
great men skilled in the arts of war and administration had 
tried to build up the Universal Kingdom on Earth. They 
had failed for the lack of sufficient scientific knowledge. 
Science with its mastery over the forces of Nature was the 
key to the door beyond which lay world unity ; without 
the aid of science the task was technically impossible owing 
to the physical vasmess of the earth, the helplessness of a 
naked man and the miserable shortness of a human life. 

Science, the catalyst which made possible the unity and 
brotherhood of man, also profoundly affected the assumptions 
upon which man had erected his social system, since it was 
science which by the end of our own times had shown 
that the problem of body-keeping in so far as it was one 
of creating wealth, could easily be solved. Science, 
especially apphed science, blossomed forth as a product 
of the western world. 

At the Renaissance there sprouted in Europe a growth 
which germinated during the dark ages cliiefly from 
seeds of Grecian origin planted in Roman soil. This 
growth, which must for practical reasons of space be 
arbitrarily labelled Western Civilization,” was destined 
to spread all over the world. ^ The spread of western 
civihzation, the great crusade in which the white man 
both discovered and conquered the world, was a business 
which proceeded unevenly for several centuries. It moved 

^ It spread like the banyan-tree, whose branches reach outwards and then 
drop shoots to the ground, which there take root and so support tl)e parent 
brandies. By this method the tree covers much ground. 
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like the rising tide of a storm-tossed sea. The sea was 
stormy because the white men struggled and fought 
amon^t themselves as to which of their political groups 
should direct the process of “ civilizing the coloured 
peoples. Portugal, Spain, Holland, each had their day 
and France and England were long locked in a struggle 
for supremacy. But these affairs seen in perspective were 
but incidental waves which only modified the rate and 
direction of the rising tide. By the beginning of the 
twentieth century, western civiHzation had risen to flood 
level. The homes of three rival civihzations — those of Islam, 
India and China — were still partially above water, but they 
were undergoing a rapid and obvious process of disintegra- 
tion as the remorseless waves from the West beat upon 
their ancient and static shapes. It was clear at the beginning 
of the twentieth century that the chrnax, the triumph of 
the western way of life, had arrived. It had created a new, 
numerous, and active society in North America, whilst 
the Spanish-Portuguese version of western civihzation was 
in control of South America. The Middle-East was in 
the grip of the Europeans and Turkey was awaiting her 
fate. The whole of Africa was under western control. 
India had its British viceroy and Indo-China its French 
governor-general. China was — but here, to quote the words 
of a writer in a vernacular paper in 1898 — “The foreign 
nations are all greedy, and are preparing to cut up the 
Chinese melon. . . . China must be on the alert and reform 
herself, and must guard against aggression.’* The nature 
of these reforms was clear to the revolutionaries, who 
eventually overthrew the Manchu dynasty because of 
its palpable inability to resist the pressure of western 
civilization. The young Chinese had in front of their 
eyes the example of Japan which had only succeeded 
in avoiding the acquisitive belly of western civihzation 
by a process of hasty westernization, which provided 
her with a set of sharp teeth in the shape of a navy (made 
in Great Britain) and an army (made in Germany). 
White Austraha and New Zealand complete the general 
picture of the universality of western civilization at the 
Ai 7 
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beginning of the twentieth century. How to account 
for this spectacular triumph? The answer to this question 
is that western civilization based its appeal and enforced its 
claim to supremacy on the grounds that it could solve the 
material problem of life better and quicker than any of its 
rivals. 

At the time when western civilization was about to 
achieve dominion on earth the fundamental problem of 
man was still that of wealth production. The acquirement 
of wealth for the feeding, clothing and housing or his body 
was stiU as it had always been the first duty and primary 
anxiety of man. It was because it opened up prospects of 
solving this problem with a completeness and speed which 
had been unimagined by humanity from the dawn of 
history to the seventeenth century, that this new scientific 
civilization was so supremely attractive. As a means to 
the end of material production western civilization had no 
rivals. It conquered nature and harnessed natural forces 
to its purposes. It was a dynamic and virile system infected 
with a restless urge called progress. It could not leave well 
alone, for there was never a better that could not be made 
a best. It was a competitive and pugnacious civilization as 
befitted something that was a parvenu compared to tliose 
in India and China, or the still more venerable river civiliza- 
tions of tile Middle-East, which were but memories before 
the white men knew the meaning of cultured life. Broadly 
stated, the difference between western civilization and those 
of the East which it overran was that the purpose of the 
former was “ to act,*' whilst that of tlie latter was “to be.” 
To the West the means were so important tliat they often 
overshadowed the ends ; to the East the ends of life seemed 
so important that the necessary means were neglected. It 
was because the West sought wealth by taming nature, that 
mistress mankind had vainly wooed through centuries, 
and served with endless toil for niggardly rewards, that the 
forces of the West, as they moved restlessly across the 
oceans, the forests, plains and deserts of the earth and cast 
bold and covetous gaze upon the still unconquered skies, 
left by their passage an imprint that was mainly economic. 

8 
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But before we sketch the picture of western civilization 
conquering nature and thereby taking humanity into a 
seductive and deadly embrace from which it has been 
struggling to escape during “ Our Own Times/* someth^g 
must be said of the national state; the institution which 
acted as the political host and carrier of western materialism. 


3. The National State 

At the Peace Treaty of Westphalia (1648) the political 
institution known as the national state emerged in its 
modem form from the test-tube in which the notions 
of feudalism had been bombarded by the disintegrating 
atoms of the Reformation. The national state became 
the framework of political security which filled the void 
left by the disappearance of feudalism and the Church 
Universal, two unifying forces which had failed to coalesce 
in the Holy Roman Empire. 

The institution of the national state is an expression of 
an idea — that of nationality. The conception or nationality 
is something wliich it is ^most impossible to define, but 
we recognize it as a feeling, a consciousness to which nearly 
all Western men are acutely sensitive and which can easily 
be understood and adopted from the West by Eastern 
men. It is a bond which may be cemented by community 
of language, race and geographical propinquity, but it 
can exist between persons sharing none of these ties. Nor, 
as is proved by the existence of the Minorities Problems, 
are the physical and political boundaries of the national 
state necessarily coincident with those of a nation. For 
the purpose of our present study the National State is the 
form of association with which we are chiefly concerned, 
though the ** nationality idea ” is of importance in so far 
as it was exploited in order to further the external policy 
of the state. 

In the year 1914, with certain exceptions,^ the 1700 
milhon inhabitants of the earth ** belonged ** to a national 

^ Chiija was the most notable example of a large social unit hardly organized 
as a national statQ. 
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statc.^ This form of political association was a European 
invention of comparatively recent date, but by 1914 it 
had spread upon the wings of western civilization and was 
accepted in all parts of the globe as die practical limit of 
most of man’s political co-operative activities. Men regarded 
their national state with its traditions, history (often 
unrecognizable as history to the inhabitants of other states), 
king or president, emblem, flag, form of government, 
code of laws, language, national money, armed forces and 
frontiers as something created at least as much by God 
as by Man. Some states even claimed a monopoly of 
God’s attention. The state was a lighthouse flashing its 
message across the stormy seas of history, and it was said 
to be a sweet thing to die for one’s country. One’s country 
had a personality, and the poets, prose-makers and orators 
harped on themes such as that expressed in the toast : 

“ Our country ! In her intercourse with foreign 
nations may she always be in the right ; but our country, 
right or wrong ! ” 

What this “ country ” or “ state ” idea amounted to 
when removed from the vague and lofty plane of patriotic 
fervour and spread out on the dissccting-table of an inquiring 
mind was something very different from the conception 
of the poets. However, it is not what is, but what men 
believe to be, which governs their actions, and when Norman 
Angell pointed out^ certain obvious differences between 
fact and fancy in this matter of what a national state was, 
he suflered the fate of every man who tries to overthrow 
well-beloved idols. 

In 1914 the majority of national states were newly 
fledged. The English, French and Spanish were of some 
standing in point of age, but such important States as 
Germany and Italy were cliildren of the nineteenth 
century. In 1914 only fifty-three years had elapsed since 
in North America the Northern States had defeated the 

^ One of tfie curious consequences of the War was die creation of a class of 
persons widiout nationality. The League of Nations provided them with a 
special passport. 

^ See his Great Illusion. 
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Southern States in a bloody civU war in order to prevent 
the Southenicrs from “leaving the nation.” In 1914 the 
South American repubhes had been national states for 
about a century, having started their careers by breaking 
away from either Spanish or Portuguese rule with the 
encouragement of Great Britain. Canning said in 1826, 
“ I called the new world into existence to redress the 
balance of the old.” 

Within the boundaries of several national states in Europe, 
notably Russia and the Austro-Hungarian Empire, lived 
minorities — the Poles, the Finns, the Czechs, the Croats and 
Slovenes — ^who eitlier wished to set up in business as inde- 
pendent national states or else transfer their allegiance 
from one state to another. In the Far East, Japan, controDed 
by the leaders of her clans, had astonished the western world 
by reproducing within the space of thirty years (1860-90) 
the national state in all its essential features. The vast and 
pecuHar Chinese civihzation was setting out along the same 
path at the beginning of the twentieth century. Between 
1840 and 1910 the self-governing Dominions of Canada, 
Austraha, New Zealand and South Africa came into existence 
and hovered on the edge of becoming independent national 
states. They were still subordinate to Great Britain in one 
important respect : they did not pursue a separate “ foreign 
policy.” The Irish nation was struggling towards statehood 
and Indian nationalism was growing fast. 


4, Sovereign Rights 

If the British Empire can be reckoned as a unit there 
were approximately forty-five national states in the world 
in 1914. The qualification has been made because there 
were certain small states such as Luxembourg nominally 
independent but actually closely controlled by their more 
powerful neighbours. 

The classical test of the right of a group of people to 
claim the title of National State for their political organiza- 
tion was found in the answer to the question “ Has it 
sovereign rights ? ” If the reply was “ Yes ” — the group 

II 
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was a national state. In theory the possession of sovereto 
tights meant that the will of the sovereign institution comd 
not be subordinated to any other earthly will. The King 
can do no wrong.” In practice each sovereign state, whilst 
tenaciously maintaining its theoretical irresponsibility 
towards other states, had by 1914 been obliged to take 
account of the wills and aspirations of its compeers. At 
this time the far-flung and intricate international economic 
life with its ramifications of industry, commerce and 
finance; and consequent world-wide movements of men 
and ideas, goods and credits, had made a compromise 
between political sovereignty and economic interdependence 
an absolute necessity of fife. 

The foreign policy of any national state consisted of 
a compromise designed to secure the maximum real 
advantage at the cost of the minimum theoretical con- 
cessions.^ Since the sovereign national state was assumed 
to be the supreme form of human institution, the several 
states were inevitably rivals. In theory they could not bind 
themselves to co-operate without automatically infringing 
their sovereignties; but in practice, since a measure of 
co-operation was inevitable, it was achieved without 
prejudice, so to say, to the rights of sovereignty when and 
if it seemed advantageous to exercise those rights. 

It was this dominating position of the sovereignty idea, 
only abandoned unwillingly and with reservations, which 
caused the struggles between the white men as to which 
national state should be the principal hot-gospeller of 
western civilization. Such a role was the prime object 
of foreign policy, for it was both pleasing and apparently 
profitable. 

It was pleasant because it pandered to national vanity ; it 
was apparendy profitable for it ensured widespread pofirical 
control of material resources by bringing within national 
frontiers large numbers of men and great areas of territory. 
Man-power and raw materials were the sources of military 

^ ** The good old rule, 

The simple plan, 

That they should take who have the power 
And they should keep who can/' 
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straigth. The sovercim states were not susceptible to law — 
for such international law as existed was nothing more than 
a few vague rules unsupported by any enforceable penalties 
— and because the sovereign states were lawless creatures 
they only recognized the rule of force. It was therefore 
essential for a sovereign state to be “ strong ** and “ great,” 
so that, in case of mtemational dispute, right in the shape of 
might would be on its side. With this object in view the 
states, great and small, maintained armies and navies to the 
limit of their taxable capacities, and in 1914 approximately 
£$00 milhon was spent by the chief states upon their 
armed forces. The armaments piled up because an increase 
in the military strength of State “ A became a menace 
to State “ B,” and the only way open to “ B ” of meeting 
the threat was to increase its own military resources cither 
by alliances or more direct methods of conquest. 


5. British World Dominion 

Theoretically, the states as sovereign bodies were inde- 
pendent units making their own paths through the spaces 
of History, but in practice they were more like heavenly 
bodies moving in orbits, each star guided and propelled 
along its course in part by its own energies, in part by the 
attractions and repulsions exercised by the other members 
of the international constellation. Although their orbits 
sometimes crossed so that the stars collided in war, at other 
times it was possible to recognize a general design, a pattern 
somewhat resembling the ordered scheme of a solar system. 
This was the international economic system. The economic 
force was comparable in its controlling effects upon states 
to that of gravity in the physical world. TWs system 
whose nature we must now describe had, in a sense, 
taken the place of feudahsm and the Church of Rome as 
the frameworks of great society, but with the significant 
difference that they had been European ^ whilst diis new 

^ Whilst admittedly tlie influence (political and economic) of tlie Churdi of 
Rome was extra-European, no Pope ever controlled an intangible Kingdom on 
Earth so extensive as that ruled by the Ctty of London at the close of the nineteenth 
century. 
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thing was universal* This international economic system was 
as intangible as it was all-^pervading. That it had no political 
framework was, as we shall see, its fatal weakness, but in 
other respects it was a marvel of ingenious construction. 

It should be of peculiar interest to ourselves because it 
was principally of British design. Here is the story of how 
this came to be. 

Although western civilization was in a general way the 
product of all tlie European peoples, its begetters had 
combined a crusading advance all over the world with a 
series of internecine struggles in order to decide which 
national state should enjoy the profit and honour of com- 
manding the world campaign. To tlie Eastern peoples or 
the African negro all white men and all their interpretations 
of the principles of their civilization may have seemed 
equally irresistible and equally obnoxious, but in fact the 
result of the struggles between the whites conditioned the 
types of western civihzation which were finally clamped 
on to various parts of the world. The most significant 
of tliese internecine struggles was that between France and 
Great Britain, for it was this conflict which immediately 
preceded the final advance of western civihzation, an 
advance which covered a wide area and was made at great 
speed during the nineteenth century. It was an advance 
armed with the products of the industrial revolution and 
for the most part it was made under the British flag — such 
were the consequences of Trafalgar and Waterloo. It is 
interesting to speculate what type of western civilization 
would have become dominant in the world if Napoleon 
had not been defeated. It is possible that there would have 
been no Dominions of the British Empire, and it is interesting 
to wonder how the French, with their colonial pohey of 
assimilation, would have fared in hidia. However, it was 
because the British emerged from the Napoleonic wars as 
the strongest European power that the form in wliich 
western civilization completed its self-appointed task of 
permeating die world was clnefly commercial. The 
British, having encaged upon the remote South Atlantic 
island of St. Helena the tempestuous genius who had 
14 
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tried to build up a political unity in Europe, perhaps as a 
foundation for a world polity cemented by the Napoleonic 
interpretation of the principles of the French Revolution, 
proceeded, in the words of their great economist, Adam 
Smith, “To found a great Empire for the sole purpose 
of raising up a people of customers, which act,” he continues, 
“ may at first sight appear a project fit only for a nation 
of shopkeepers.” 

During the nineteenth century the British built up an 
immense and far-flung economic system, the extent and 
influence of which was so great in the minds of most 
of the non-wliite races of the earth that it came to be 
regarded as synonymous with western civilization in 
general. It was true that the French and the Dutch, 
in that order of importance, also held aloft the banner 
of western civilization, but Paris and, still more, the 
Hague (perhaps we should write Amsterdam) were smaller 
cities than London. Germany and Italy struggled to 
show that they also represented the West in world affairs. 
Russia and the U.S.A. had special interests to wliich 
they confined their attentions. Spain sat dreaming of the 
days when a Pope had drawn a hne from Pole to Pole 
at a distance of 370 leagues west of Cape Verde as the 
dividing line between Spain and Portugal, wliich each was 
to respect in its task of Christianizing mankind. 

By 1914 not only had the machines of western men 
conquered the distances of the world and begun to make 
the globe shrink in terms of the time-space factor; not 
only had the materialism of the West asserted its domina- 
tion over the bodies of millions of coloured men; but 
western civilization was invading the thoughts of these 
peoples. In the minds of their intellectuals, ideas and 
traditions which derived from Confucius, Buddha or 
Mohammed were being replaced by western philosophies 
and western theories of government, especially the notion 
of nationalism and the theories of representative government. 
And here again the political theories which the West 
enforced upon extra-European man were more often tlian 
not British practices in the art of government. 
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To say that the victory of Great Britain over France at 
the beginning of the mneteenth caitury ensured that the 
British were to be charged with a special rcsponsibihty in 
the matter of setting die pace and formulating die strategies 
and tactics of the advance of western civihzation, is to tell 
but half the story. France was defeated but not obliterated. 
Spain and Holland had each m turn enjoyed a measure 
of supremacy. Why was it that these events had only 
influenced to a small extent the speed and character of the 
final tnumph of western civihzation ? 

Why was it that after four centuries of struggle between 
the high priests of western civilization the emergence of 
Great Bntain as the final victor was a fact of special world- 
wide importance and apparent permanence ? 

The answer to this question is to be found in the coin- 
cidence m point of time of a number of related circumstances. 
Great Bntam defeated France during die time when the 
industnal revolution was m full swing, and Great Bntain 
was the home of that revolution just as, at about the same 
period, France was the cradle of a great political revolution. 

The Napoleomc Wars were fought between two states, 
one commeraally muided, the other politically minded ; it 
is possible that if France had beaten Great Britain the whole 
texture of western civilization during the nineteenth century 
would have been pohacal rather than commercial.^ 

But smee Great Bntam emerged the victor it was 
inevitable that during the immediate future the British 
conception of what was meant by western cmlizaaon 
should be that trade, and especially free trade, maketh 
man. It was due to this belief of the Bntish, a belief whose 
vahdity they were able to test m practice, that at the 
beginning of the twenaeth century it was in matters 
economic and commercial that western civilization most 
clearly revealed to a discerning eye the characteristics of a 
great and universal Society of Man. We must now inquire 
mto the reasons for this Bntish behef. 

The average Englishman between 1850 and 1913 and even 

^ The Code Napoleon and the French admimstrative system might have 
wielded a greater histoncal influence than the teachings of Adam Smith. 
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in the fint post-War decade, having recovered from his 
surprise that anyone should desire to question so obvious a 
truism as the value of trade, would have answered by stating 
a number of what he would have called practical facts. 
He would have pointed out that whereas, at the beginning 
of the eighteenth century Great Britain was an agricultural 
country supporting a population of some ten and a half 
milhons in conditions of physical comfort httle superior 
to those existing during the Roman occupation, at the 
end of the nineteenth century Great Britain sheltered 
thirty-seven milhon persons enjoying all the amenities of 
a modem life and was the centre of a vast Empire of which 
it could be boasted tliat upon its territories the sun never 
set. This extraordinary change was the fruit of less than 
a century of international commerce. If the inquirer had 
objected to this side-tracking of the issue and pointed out 
that to describe the results of trade was no answer to his 
question as to the value of trade, most Englishmen would 
have been nonplussed, since the modifications of theories 
to fit accompHshed facts is the usual habit of the British 
mind. 

The principal characteristics of the British version of 
western civilization were derived from the results of the 
industrial revolution, and it was in the development of these 
consequences that the British made an indelible mark on 
world liistory. This process we must now examine. 

A revolution in the affairs of men, whether its chief 
characteristic be economic or political in appearance, 
generates forces which leap fortli from the revolutionary 
storm centre and beat upon the structure of society in which 
they have been conceived. They are like those great 
convulsions of nature which change the features of the 
earth by submerging the peaks and elevating the plains. 
But the structure of society differs from that of the eartli 
in so much as the latter is obhgcd to offer a constant 
resistance to the earthquake whilst society can resist or 
conform to revolutionary change as seems best to man, 
its creator. 

The invention of the steam-engine in 1763 set in morion 
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^ pam^ madiaics m ptodixmm of we?ildii iwlnc# 
to eall '* The Iiidp$mal RevdodoiL** The 
Wfefi of western men and theit pecirailhi|f 
liJdiiaineioial practices were far from conforming wkk the 
ncwlmgled ” doctrines of iai$sez-^ 4 if€ and free trade, wiih 
tet syatnm of natnr^ liberty ” and the theory that if IdS: 
alone the individual in his efibrts to inaease his personal gain 
will inevitably be led by an invisible hand ” to promote the 
good of the commumty. In the eighteenth century an 
eattenrive degree of state regulaaon of trade was accented 
a$ normal. The industrial revolution with its sudden 
increase of production, its factories demanding labour, its 
labour demanding cheap food, created a crisis in Great 
Sritam and a sharp struggle between those who feared the 
impending social reconstruction and those who saw in such 
great changes a sure sign of progress,^ There is no space 
here in which to record the fortunes of the battle of which 
Adam Smith’s Wtalth of Nations, the Reform Bill of 1832, 
the Repeal of the Com Laws, and of the Navigation Acts, 
are part and parcel. Nor can we do more than indicate in 
note-book form the names of some of the most famous 
of the warriors whose writings and speeches profoundly 
influenced public opinion m Great Britain and by so doing 
moulded and determined the pohtical and economic charac- 
teristics of the nineteenth century. From a list which also 
includes John Stuart Mill and his essay, On Liberty, and 
Charles Darwin and his Origin of Species (published in 
1859), we will select the following notables : 

Adam SmiA whose economic masterpiece dealt a deadly 
blow at the mercantile system. The great book was 
published in 1776.^ The writer died in 1790, and the 


** Whet© i* the distaiT an<l spindle . . . where the employment for timmen 


(@utr0WB pn *' Medunery ** in The Advocate, or Artisan and Ledmrer^e SmmA, 

%^Jdth of l^auons) is the most valuable contribution ever ma4e by 
til MiVldltal to determine the true pHnctples of governmenC^-^JBuckle, 
'*The httifhred and half-witted Scotdiman (Adam Smith) who tau^t the 
deliberate blatilphemy t * Thou ahalt hate the JLor4, foy Ood, dtuxm laws 
and mm hie neS^iboui!)/ goods.* nuskhi* 


Mtk 

Ifdttagcr cccHKaradc poEcry-'— OEKCjpt wim 

^ mm of war'*-*was ba^ on Adbun Si 4 ilh'*$ 
kigSy paid a tribote to the ma$tcr in his Bw^et %^dk 
in 179a, 

Jmmf Benthm was the “ udlitaiian ” 

pwosopher who applied his forinula, “ the greatest happiy 
ness of the greatest number/* as the criterion of practkal 
Vfidue in law and politics, and whose philosophy provided 
the moral background on which Adam Smitn s ideas were 
developed and flourished. 

Wiluam Huskision (1770^1830) who, when President of 
die Board of Trade (1823-27), revised and hberalized the 
shipping and tariff policy of this country. He tried to 
repeal the prohibition of export of machinery.^ He pre- 
pared the way for : Robert Peel (1788-1850) who, persuaded 
by the activities of Richard Cohden and John Bright, forced 
the Tory Party to repeal the Com Laws (1846) and exposed 
British agriculture to the conung blasts of world competition, 
was also responsible for a further liberalizing of foreign 
trade. Finally, there came William Ewart Gladstone (1809- 
1898) who, in the two great Budgets of 1853 and i860, 
finally completed the work of making Great Britain a 
free-trade country. 

By the middle of the nineteenth century in Great Britain 
the forces of** Liberalism,** of** free-trade,** of the doctrine 
of “ enlightened self-interest ’* and die belief in “ laissez* 
faire ** had won a complete victory, a victory which meant 
that the main feature of western civihzadon as a world force 
was settled for nearly half a century to come. 

The Liberals who fought and won the batde for firee- 
trade capitalism argued that by encouraging the international 
division of labour they were doing something which would 
most quickly abolish material poverty, and mat by making 
an economic unit of the world they were promoting the 
cause of international peace on a basis of enlightened 
self-mtcresc. 

Politically predominant in the world the British set fiibout 

^ And % a stirang« iit>ny of few tvas knocked down and kilied by 
eng i ne, “ *fhe Rocket,** at tb® opening of the Manchester-tivcrpool RaiJiWayv 
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<3ttat 3 ferf;t^ m^hkm of the world Wore fed aitd 
4oAed kf in^twod food and wool and ootmoi feosm 
iwerw These ootmtnes were devdoped by Iriddi 
eredk founded lapon the enormous' savmgs derived from 
dhe of British industry, Ihe devdopmamt of the 

overseas lands set in monon prolonged and mennve 
movements of human migration across the oceans and laid 
foe fonndanom of new national states, in order to assist 
mternanoml trade the Bnnsh perfeaed and operated a 
technique of world money called the Gold Standard. This 
fomcc subtly linked together the naaonal economic 
systems of the principal trading states and was by common 
consent controlled from Lonefon, the capital market-place 
of foe world. The Brmsh built up and operated a merchant 
shipping service which earned nearly half of die sea-borne 
trade of foe world. Through the words and deeds of 
its British high priests the ninctecnth-ccntury mdusmal 
revolution offered men a new world m exchange for foe 
old, and though foe acceptance of foe offer necessarily 
involved tremendous readjustments m national soaal 
systems and the creation of a new mternational economic 
society, mtan followed foe lead of the Bntish and signed 
foe bond, httlc rcallzmg foe consequences of failure to 
eSrry out foe terms of die co-operaave contract. Between 
1914-18 they were to discover me nature of foe penalties. 

One of foe most far-rcachmg consequences of foe Brmsh 
policy was that foe inhabitants of mnctecnfo-century Bntain 
Were prepared to accept the imphcations of b 4 ng the 
Wtirld^s greatest creditor nation, even though this involved 
tiiem m ati almost complete dependence upon sea-borne 
food* and hence heavy expenditure upon a navy mamtamed 
tp ensure foe due amval m Bntish pom of foese essential 
ov^seas supplies. 

institution carries within itself foe seeds of its 

I ^ agms I «»4 M, P««e a, for «videtice of Ae wofldV e<mand«: f>fO- 
gmi Ana^ foffi mmty* 
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Hic factories were no sooner established than the Faaory 
Aa of 1S33 ap|)eared as a cieck upon the unbridled hanaoe 
of ** economic * laws,^ Small though it seems to us to*«ity 
as a ** burden on the free conduct of industry/* considering 
that one of its provisions laid down a maximum working 
day of nine hours for children under clevai ; nevertheless 
it was the beginning of a whole series of acts for the 
regulation of industrial conditions in the interests of the 
worker and part of a network of social legislation whose 
broad economic effect was that of using the state as a 
machine for the redistribution of the national income* 
Whether or not the state or the private mdividual is the best 
investor of the national savings has no bearing on the fact that 
this progressive intervention of the state in economic life 
which took place during the mneteenth century in Great 
Britain was directly contrary to the prmciples of flexibility 
and freedom of private enterpnse; to that conception 
of value as measured by ptice m an open market, upon 
which the economic system was professedly based. The 
growth of state intervenuon may nave been good or bad ; 
mat is an arguable proposition with winch we are not here 
concerned. Our interest m this phenomenon is that it was 
making in fact a new land of semi-sociahzed system out 
of something which continued to pretend it was a pure 
capitalist and free-pricc system. 

The root cause of the intervention of the state was 
the fact that the mdustrial revolution, by transferring 
wealth from the landed aristocracy, first to the middle 
classes and thence to the masses, had caused political power 
to undertake a similar journey. The steaefy extension in 
Great Britain of the scope of democracy, until by 1913 
the franchise included all males over twenty^ne, with 

^ llie nmine of Awshley Cooper, who became 7th Earl of Shafteabury, will 
ifor ever be assodated with the story of a hfe devot^fd to the anniHIladOni of die 
fi%htful eondidems brot^ht about io human labour by the Industrial EevoltidoAk 
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isniufoAie stronghold, the rapid growth of dbe Parlia-^ 
mmimf labour Party and the Trades Uniom were dU 
si^ of the growing political strength of the proletariat. 
They uaed mcir power to improve their social status. 
The labour Patty were Socialists and beheved that the 
means of production should be controlled by society, i.e. 
The State. They did not agree that, “ It is curious to 
observe how, through the wise ajid beneficent arrangement 
of Providence, men thus do the greatest service to the 
when Aey arc thinking of nothing but their own 
gain/* ^ 

It was not their view that the lowly path of the poor 
has been allotted to them by the hand of God to teach 
them diligence, humility and patience and contentedly to 
bear its inconveniences.** * 

Internationally also, there were signs that the British-made 
world economic system was developing in directions other 
than those anticipated by its early apostles. 

The hope that an extension of international economic 
intercourse would lead to international political security 
was not fulfilled. The great Western Powers jealously 
competed for the politick control of raw materials and 
markets in Africa and Asia. For many years during the 
nineteenth century Great Britain was on the verge of 
war, first with Russia, then with France and finally with 
Germany. Russia and Japan fought for the control of 
Manchuria. The new states such as Germany, the U.S.A., 
Canada and Australia, whose frames had been nourished by 
the fruit of the industrial revolution, were either showing 
signs of trying to wrest industrial supremacy from Great 
Britain or else they were refusing to concentrate their 
activities upon their development as producers of primary 
products. They raised tariff walls behind which they set 
about building up a balanced, “ all-round *’ economy. 

' JBasy Lessons on Mons^ Matters fot the Use of Young People. Published (l2th 
Edition) i8yo by the Soaety for the Promotion of Christian Knowledge. (Quoted 
by J. M. in Essays in Persuasion^ p. 85.) 

* A Praetic(fl View of the Sysswt of Professed Chrisdems contrasted «**tA 
teed Chnstsamfy, by Wm. WUbem)r<». Published 1797, 
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This meant the growth of industry in the U»S,A., Canada 
and Australia; the protection of agriculture in the case 
of France and Germany. It was after the collapse of the 
second Republic that France abandoned her brief experiment 
in free trade and returned to her traditional policy of pro- 
tecting the French peasant against the importation of cheap 
food-stuffs from overseas. “ Le \A 6 pour nous est un dl^mcnt 
sacr^ ! ” This statement by a French minister (made long 
after the pre-War period we arc now considering) may 
have been a picturesque exaggeration, but the agrarian 
interests in Continental countries were certainly sacred in 
the eyes of politicians. Australia clung tenaciously to her 
White Australian policy although, for economic reasons, 
she might have developed her Northern Territories with 
Asiatic labour. The Emperor William II of Germany 
consistently pursued a policy of identifying German trade 
with welt-volitih. Throughout Central Europe, com- 
mercial and political poheies were inextricably intertwined. 
At the end of the nineteenth century the U.S.A. was 
beginning an Imperialist political-economic policy of 
penetration in South and Central America. 

Even in Great Britain support had appeared in favour 
of an Empire commercial bloc, and seeds were sown 
which in due course were to sprout on the stony soil of 
Ottawa. 

In the words of Planning, No. 24,^ “ Great Britain at the 
end of the nineteenth century was in the position of a 
patentee whose parent is running out, . . . Great Britain 
was the inventor of industrialization as a basis of world- 
wide trade, and, like the patentee, enjoyed for a time a 
virtual monopoly.’’ But the patentee was alert and in- 
ventive, and the following tables^ indicate how Great 
Britain countered a growth of economic nationalism in 
the latter part of the nineteenth century by opening up 
new markets and by abandoning low-grade production in 
favour of higher-quality goods. 

^ Broadsheet issued by P.E.P. (Political Economic Planning). 

* See Pianning, No. 24. 
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TABl^ I 

The Qmwm of FnoTBcnoH 

187^ OcftmHy. — Kr$t strictly Protectionist Europewa TariC 
1881^ Rtmia.— Greatly increases general tariff*. 

%%BiX tiraacc.^Stcep increase of auties on manufactwred goods. 
1884-^, R^ttssia, Switzerland and Germany.— Substantial incrcasci in 
tariff's. 

1890. Russia, Austria-Hungary, Italy, U.S.A.— Large increases in 
tariff's. 

189a. French retaliatory duties. 

*893-5. Continental tanfi war. 

1897. U.S.A. DmgW TanfF, 

1898. Canadian tariff with preferences for Great Britain. 

TABLE II 


DlSTHIBUTlON OF BRITISH EXPORTS BETWEEN PROTECTED 

AND Unprotected Countries 



Per cent, of British Exports to 

Year 

Protected 

All other 

Countries 

Ccmntries 

A. All Articles — 

i860 

51 

49 

1870 

53 

47 

1880 

49 

51 

1890 

46 

54 

1900 

45 

55 

B. Manufactured and Partly 

Manufactured — 

i860 

50 

50 

1870 

$0 

50 

1880 

47 

53 

1890 

44 

5<5 

1900 

42 

58 


A third tabic in Planning, No. 24, too lengthy to reproduce 
hcrc^ shows very clearly that berween the years 1870 and 
1910 British exports of crude products, such as pig-iron, 
iron and steel bars, cotton yams, etc., were either more or 
less stationary or decreasing, whilst those of semi-^fmished 
and finished products, such as sted plates and sheets, gal** 
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irAoiacd sheets* tmplates, manufactured metal product* 
umlsmery and cotton-piecc goods were rising rapi<fly.^ 

One may sum up by saying that in 1913 the theory of 
lm$sex*fmre was already being hoimured more in principle 
than in practice, and that in many domestic national 
economies as well as m the international economic system 
politics were vigorously denying to economics the claim of 
the latter to be the inspiration of men*s actions. 

The economics of plenty bade men ignore national 
j&ontiers and racial differences, and let free competition in 
the world markets eliminate the inefficient. It direacd 
them to allow their savings to flow freely towards the 
highest rate of interest and to finance, say, the most profitably 
conducted armament industrv, or the soundest high interest- 
bearing foreign bond, regarcliess of the ulamate destination 
of the munitions or the foreign pohey of the foreign 
government. 

But politicians of nationahsm cried : “ Halt ! ” to this 
practice whereby international commerce looked upon the 
world as its oyster and governments the swine before whom 
some of the pearls must be laid. In varying degrees amongst 
the chief trading nations — ^least of all m Great Britain, most 
of all in Germany — the state was forcing private economic 
interests into the strait-jacket of foreign policy. 

It appears probable that in 1913 men were near to the 
time when the contrast between what the world economic 
system was supposed to be, and what it was actually 
becoming, coulcf no longer have been ignored and that 
events would soon have forced men to make that choice 
between economic nationalism and world trade which 
was in fact deferred till 1933. It is interesting to speculate 
as to what the outcome might have been had there 
been no Great War. In 1913 Great Britain still stood 
solid with all her immense strength in the Free Trade 
camp, and she could triumphantly point to the fact that 
adherence to the principles of her Liberal economists had 

^ IJetweeo 1870 and 1910 the quantity of galvanized sheets exported increased 
raenty-^ven-foid, whilst the vidue of machinery exported during the same 
petlod incm^ by 600 per cent. 
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tiot her from le^tdmg the world in dhe |>rovisioa 

of sodsd icrviees for the betterment of the lives of h^ 
people.^ She could claim that she had in large mealurc 
C0imta?cd the menace to her mtemational economic posidoii 
by changing production from low-grade to high-grade 
products and by using her savings to open up new naarkets. 

As the U.SA. grew in stature and saturated her home- 
market it might have happened that her export trade 
would have become so vital to her well-being that she would 
have lowered her trade barriers and joined Great Britain 
in a twentieth-century crusade for die salvation of free 
trade from the clutches of economic nationalism. Such 
powerful forces working toward world unity might have 
triumphed over national differences had they been able 
to work upon men’s minds through long years of peace. 
These things might have been, but no such opportunities 
occurred because the political forces of nationalism, as if 
apprehensive that time might be on the side of economics, 
burst forth into war, and in a few days the world economic 
system, the product of a century of toil and labour, collapsed 
into ruins. 

Within a few days dunng the year 1914 the sanctity of 
contract, the gold standard system, the free movement of 
capital, goods and men across the frontiers — all these and 
other piflars of the world system vamshed with incredible 
swiftness, and in their place the forces of destruction stood 
ready for their evil work. 

It was said earher m this chapter that the British version 
of western civilization was that “ trade maketh man.” The 
British also said that Britons never should be slaves,” and 
they did a great deal at the instigation of Wilberforce and 
his friends to make it impassible for anyone else to be a 
slave.® They also said that Trade follows the flag,” 
and they knew that peace, law and order are indispensable 
aaJompaniments of a profitable commerce, so they carried 

Especially during tlie first decade of die twentieth century — though in some 
respects Germany was more advanced. 

* An Act emancipating all slaves m the British Empire was passed on August ist, 
tSj^-i-dbree days after Wilberforce died. It is estimated that there are about 
5,000,000 slaves still in seiwiiude to-day in various parts of the world. 
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and planted about the world die idea of patha^ 
Jtieijaary govemtnent which was i^elf derived from the 
liberal economic notions of no taxation without repr©* 
station, and that “ He who pays the piper shall call the 
tune.” They also introduced the world to the standards of 
British justice with its extreme insistence upon the sanctity 
of contracts; they preached and practised tolerance, and 
ideals of personal liberty which were expressed in the belief 
that a man should be able to trade or dwell where and 
how he wished. The British worked ceaselessly to fortify 
the pax Britannica, to improve the material welfare and 
economic productivity of coloured peoples and to bear 
the white man’s burden in a gentlemanly manner. It did 
not make the Englishman an ignoble animal because these 
wise policies were both befittmg to Irim as a Christian and 
profitable to him as a merchant, even tliough to a French- 
man it made him seem a perfidious hypocrite. The British 
—in all humility — considered themselves God’s agents on 
earth, and as they sang ” Rule Britannia ” and looked at 
the great splashes of red upon the maps of the world 
on the walls of their school-rooms, it seemed to these 
chosen people that, up to and including 1914, God had 
very considerably approved of their behaviour. Such 
reflections were both tempered and reinforced by the 
appearance on the maps of the letters — U.S.A. That was 
one of the few occasions when God had not approved. It 
had been a lesson learnt, but the British Dominions overseas, 
together with anxious thought given to India and Ireland, 
were the proofs that the lesson had not only been learnt 
but was being faithfully applied. 

6. World Picture, 1913 

The moment has now arrived when we are in a position 
to make a summarized and composite picture of human 
society as it existed when it was called upon to pay the 
price involved by its failure to fulfil the co-operative terms 
of the bond it had accepted when it entered the New World 
to which it was offered access by the Industrial Revolution, 
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Tilt of tilt itig«0i«m 

4 ( lilt fold 8«tfidaffd with its important consequtisct 
from tht commtrdal point of view of stabilizing the ex- 
chaiigts, so diat"- 4 br examples gold sovereign was 
always exchangeable for a fixed number of dollars, fianci 
or marks- It also linked together with a bond far more 

K wetful than any government enactment, the price 
^ds of the gold"Standard countries. Costs in one such 
Country could not rise far above, or fall far bdow world 
costs, and this meant that the degree to which a national 
group could be prosperous with unprosperous ndghbours 
Was limited. The centre at which resided the mrecting 
force of the international banking and monetary system 
was London, The beauty of the gold standard system as 
it was worked by London in the opening years of the 
twentieth century was that it permitted bankers, merchants 
and industrialists all over the world to hold economic 
hands under the table whilst leaving them free to scowl 
at each other in the accepted national manner when political 
exigencies demanded such patriotic grimaces. The earth 
was becoming covered with a network of railways and 
roads along which man and his goods passed to and fro 
across frontiers along which a growing system of tariff 
barriers were being created. This rail construcnoiv was 
often carried out with one eye on its usefulness for sending 
an army as well as goods across the frontier. In 1913 the 
motor-car and the aeroplane were at the beginning of their 
spectacular illustration of the influence of the internal com- 
bustion engine upon the business of transport. Thousands 
of steamships trafficked across the seas of die world, for the 
sea-routes (outside a limit drawn three miles ^ from the 
coasts of national states) were free to all. Telegraph lines 
linked up the dries of the earth ; news was flashed from one 
continent to another along cables laid in the depths of the 
Ocems. In 1913 the triumph of wireless, perhaps a more 
significant development than that of the mvention of 
printing, was emerging from the chrysalis of laboratory 
expmment. The machine-equipped factories of WcsWii 

A A Wilic of tfac days ihxm inlles was the dfectivc xange of artiUeif. 
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JBitro|»c and of t 3 bc United States poured fottk goods to ht 
sold m the Far East, India, Australia, South America aiid 
fiastecti Europe* In exchange, the men of the overseas 
countries, the growers of wheat, tea, meat, coffee and the 
miners of copper and tin, sent their raw materials to the 
6ctory lands to fill the stomachs of the dense populations 
of Ac industrial countries and to supply their machines. 
From the trade point of view the men of the world were 
divided not into national states but into four main 
groups. Agriculture (66 per cent.) ; manufacture (14 per 
cent.) ; transport and services (13 per cent.) ; and commerce 
(6 per cent.;. The percentages indicate the approximate 
distribution amongst these groups of the 1700 million 
inhabitants of the world. 

Persons with savings to invest found that whether they 
liked it or not it was profitable to lend their money to 
businesses in foreign parts, or even to foreign governments. 
Big companies found it necessary to set up branches in 
foreign countries and own property abroad, even though 
it meant paying taxes to foreign governments. For instance, 
to quote one example, practically all the railways in South 
America were made of British material, owned by British 
investors, and largely run by British railway engineers. 
Their head offices were not in South America but m London. 

Migration took place on a large scale. Hundreds of 
thousands of men, women and children left the crowded 
lands of Europe every year and travelled across the seas to 
make new homes in the lands of the North and South 
Americas, Australia, New Zealand and, to some extent, in 
Africa. They were made welcome. 

Finally, in social, scientific and artistic matters frontiers 
and nations counted for very little. Women of all nations 
went to Paris for their clodies, men of aU nations copied 
English clothes, and football spread all over the world. 
The works of chemists, mathematicians, physicists, doctors, 
writers, painters and musicians, were appreciated and used 
by the whole world without anyone attaching much 
finportance to the nationality of the scientist or artist, 

^ch was a picture of die world in 1914 from the point 
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It was a world goma its 
withotic niBch thought of the storm-^Toud which hung 
above The storm-cloud which was represented by the 
aqpaasive armies and navies maintained with carders to be 
ready at a moment’s notice to destroy the ccM>pcratine 
intemational trade and communications world of whkh 
men were so proud^ 

hi 1014 men, especially Western civilization men, enjoyed 
living a comfortable life, and even the largest, the most 
powerful, the richest national state, did not contain within 
its firontien all the good things of the world. The 
United States of America was a great nation, but it grew 
no rabber, possessed no old buildings and few historical 
monuments, to mention but three of many tilings needed 
by Americans. Great Britain, for all its wealth, could not 
feed its population on home-grown food: it had coal 
and iron, but no copper or nickel ; Lancashire could make 
cotton goods, but it needed the climate and soil of the 
southern part of U.S.A. to grow the cotton and the bodies 
of Eastern men to wear the cloth. Because men wanted 
a high standard of living, which was only possible if they 
were able to obtain and consume materials from all parts 
of the earth, whether or not these materials were found in 
areas “ belonging ” to their own country, men worked for 
two objects. Firstly, they tried through the foreign policy 
.of their government to bring within the frontiers of the 
national state as much of the earth’s surface as possible. 
But as it was obviously impossible, or at any rate very 
difiictilt, for any state to have much chance of conquering 
the whole world, men worked for a second object, which 
was to build up and increase trade and improve methods 
of travel between all men all over the world. From this 
point of view “ a foreigner ” was not a man who belonged 
to another national state, and therefore probably a dangerous 
person who had some dirty scheme at the back of Iris head 
tor making his own nation more powerful. On the con- 
trsUy, he was a most useful creature who made or grew 
something very attractive which he would exchange for 
something one made or grew oneself and which he wanted. 
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i mtomer# and i»i^ profitably lead 
tiio^ to kip him buy thu^ from within one's ow^ 
imtiotial he was a seller from whom one might k 
able to buy food or goods which were better and cneapw 
than those produced within one's own frontier. 

It was a world in which the consequences of men's 
co-opemtive and compctitiye„mstmcts clashed together in 
violcnt^mntrast. Though there was a world economic 
sysmm of finance and trade, the inquiring visitor from 
another planet, having inspected the intricate ramifications 
of this complicated mechanism which, through the principle 
of the division of labour and the world-wide exchange 
of goods, ensured to millions a far higher standard of material 
comfort than would otherwise have been possible, would 
have looked in vain for any corresponding structure in the 
political sphere. Earthly historians would have told him 
that at various periods in human history there had been 
over limited areas considerable units politically unified, 
but that they had dissolved in conflict. Our tourist from 
the stars would have been further instructed that at the time 
of his visit (1914) there existed the British Empire, a peculiar 
association of divers peoples, and this was perhaps the nearest 
approach to the world political system whose absence so 
surprised him. But our visitor would have noticed that 
this British Empire was in an embryonic state and very far 
from universal in its scope. He would have seen the Great 
Powers of the United States, France, Germany, Austria- 
Hungary, Russia, Italy and Japan seated upon their sovereign 
thrones menacing each other with their armed sceptres. 
Then there would have dawned on his mind that he was 
examining the great paradox of men who were trying to 
co-operate and compete at the same time ; trying to remain 
isolated and sovereign in their national states whilst they 
laboured to perfect their world co-operative economic 
system: a system which was the fruit of the spread of 
western dviUzation; a system whose first name was 
economic because the British had dominated and directed 
the frtiitl world-wide surge forward of western man and his 
works* On every side was drawn np the evidence of 
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mau’-s pealmcal ^^nardiy, the aarmed forces trained 
desti?ny tit econotiMC achievemciits of the West 
Which tjf foe wo rival ideas would prevail? Would 
that great hemt, foe sovereign state upon whose altars so 
much blood had been spilt, be bound and controlled bv the 
dinging texture of intcmationalism which was multiplying 
on the economic loom and seemed year by year in the 
late nineteenth century and ipoo’s to be clothing and 
cloaking tlie nakedness of the beast? Or would the wild 
animal who drew his strength from so many ignorant 
human minds, and who so cuimmgly concealed liis crude 
selfishness and paganism in the fine phrases of patriotic 
sentiment, suddenly spring into action and once more lead 
the world into war ? 

As the year 1914 opened it seemed tliat the answer to 
these tremendous questions was uncertain. There was 
much to be said m fr vour of either a negative or a positive 
reply. Some felt that the world would be saved from war 
by the British or perhaps the Enghsh-speaking peoples 
working in co-operaaon to enforce peace. Others argued 
that the British Empire, whose mother country had done 
so much to create world economic co-operation, was also 
largely responsible for the steady spread of parliamentary 
government. These behevers m democracy suggested that 
as humanity became organized into states ruled “ by the 
people for the people ” die era of universal pohtical peace 
was brought appreciably nearer. Others — still hopeful of 
averting war — pinned their fiiith to die spread and mcrease 
of international soaahsm. 

At the Copenhagen Congress in 1910 of the Second 
International, attended by 896 delegates representing 
twenty-three “ national ” Socialist parties, a resolution was 
passed to the effect that : 

“ If war threatens to break out it is the duty of die 
working class in the countries concerned and of their 
parliamentary representatives, with the help of the 
Inmmational Bureau as a means of co-ordinating their 
action, to use every effort to prevent war by all the 
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which seem to them most 

reg^d to the sharpness of the dass war and to the geiierS 
p<3itical situatioti. 

should war none the less break out, their duty is to 
intervene to bring it promptly to an end and with all 
their energies to use the political and economic crisis 
created by the war to rouse the masses of the people 
from their slumbers and to hasten the fall of capitalist 
domination/* ^ 

Another view held that the ever-increasing efficiency of 
the international economic system would oblige men to 
realize the need for political co-operation. So much for 
the optimists. The pessimists pointed gloomily to the 
political struggles between the Great Powers for markets 
and concessions in the overseas and Eastern lands. To these 
observen the international economic system (especially as 
governments were obviously taking an increasing degree 
of iutercst in the economic activities of their nationals) was 
the most probable breeding-place of war. They pointed out, 
whatever might be the facts of world economic unity as set 
forth, for example, in certain passages of Norman AngelFs 
remarkable book, T'he Great Illusion^ that no one could 
deny that in most men’s minds trade was pictured in terms 
of national struggles. It might be true that when closely 
examined the German and British mercantile marines were 
revealed as world services, and that the shares of the 
Cunard or Hamburg-American lines might be held by 
people residing in any part of the world, but the general 
impression remained that victory in competition between 
these two lines was a matter of national pride and profit. 
No German could justifiably complain that he could not 
engage in business in, or emigrate to a British colony on 
terms of equality with an Englishman, but this did not 
prevent Germans from wanting colonics and Englishmen 
from not wanting to give up their colonies. The pessimists 
reinforced their case by pointing out that the peace of 

1 Compare with this the British Labour Party's War and Peace Policy published 
in Tht Tmttt, June 30, 1934. 
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t£ fdwm w tfesit dm oewe, fei ordeir m pits^n^e 
dem^^d die peiiodic addition of weigl^ and eotmier* 
weigjit to die ends of the seo-$aw. The pessimists fore- 
cast that this process would eventually spht the plank of 
peace in the middle. They wore right. In 1914 die polidca] 
anarchy of the sovereign states of Europe seethed mto one 
of its periodic aiscs and this nme there was no recovary. 
Europe wmt to war, and the world was soon to discover 
that me terms of the bargain it had made during the nine- 
teenth century with economic progress were that when a 
world has been made onb for peace it must remain oke 
for war. 
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CHAPTER II 


GREAT WAR 

See hpw these Chnstians love one another.*' — TERTutLtAN, Apoiogetkus* 


1. Last Days of Peace 

I N June 1914 there arose an incident between the soverei^ 
states of Serbia and Austro-Hungary. The Archduke 
Ferdinand, heir to the Austro-Hungarian thrones, a man of 
liberal dispositions, was assassinated whilst visiting the town 
of Serajevo, the capital of Bosma. Amongst die inhabitants 
of this province of the Austrian Empire were many Slavs, 
and the supporters of the “ Greater Serbia ” movement 
hoped that one day Bosnia would form part of Serbia* It 
is probable that had the Archduke Uved he would have 
reformed the organization of the Austro-Hungarian State 
in the direction of giving a greater measure of autonomy 
to the Czechs, Slavs, Croats and other national minorities 
who were ruled from Vienna. This might well have 
weakened the pro-Serbian movement in Bosnia. Evidence is 
now available that the assassination was planned in Bekrade 
and that, certainly, members of the Serbian army staff and, 
probably, members of that Government were privy to what 
was going forward. Certain Serbians were not over nice in 
their views as to the place of assassination in political life.^ 
The death of the Archduke — ^his wife shared his fate — 
provided the Austro-Hungarian Government with an 
opportunity to settle accounts with Serbia, whose growing 
strength and support of the Pan-Serbia movement were 
menaces to the success of die foreign policy of Austro- 

^ In 1903 a group of members of the General Staff broke into the Royal 
Palace at Belgrade at night and murdered die King and in their apaitmetm. 

The street comer at Serajevo where the murder took plsim is marked tvidi a tablet 
on which appear the words, *’ At this place Gavril Princep proclaimed liberty. 
June a8d», 1914.” Princep fired the faml pisto^shot. 
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to Serbia, whose terras were so severe that 
it W& hoped in Yieiraa that Serbia would fight radicr than 
acoc^t terms so darc^tory to her sovereign rights. Within 
the l^rescribed period of foity^ight hours £id down in 
the tddinatum the Serbian Government replied in con- 
ciliatory terms, which accepted 90 per cent, of the Austrian 
demands. Vienna declared that the answer was “ unsatis- 
firtory ** and broke off diplomatic relations with Belgrade. 
On July aSdi, 1914, Count Berchtold seoircd the assent 
of ms aged master, the Emperor Francis Joseph, to a 
dodaration of war against Serbia, and on the 29tE Austro- 
Htmgarian batteries opened fire across the Danube upon 
the Serbian capital of Belgrade. The Great War had 
begun. Within the next ten days France, Russia, Belgium, 
the British Empire and Germany were drawn into the 
conflict. The Great Powers were like mountaineers roped 
together. One fell into the abyss of war and the rest were 
swept into die disaster. In order to understand why this 
Austro-^Serbian incident preapitatcd a world war it must 
be remembered that it was the pretext rather than the cause 
of war. For a number of years the peace of Europe had 
been disturbed by periodical incidents which, like 
waming cracks in a condemned building, indicated the 
narrow margin of safety which separated peace from war. 
Up to 1914 these incidents, so far as the Great Powers 
were concerned, had been hqusdatcd by peaceful methods, 
often only with such difficulty tliat m 1911, when one of 
thefc episodes had nearly exploded into general war, the 
Briri^b Foreign Secretary, Sir Edward Grey, m a speech 
delivered in the House of Commons on March J3th, 1911, 
had suggested the need of some system of collective security. 
Thli pronouncement has an almost tragic mtercst at the 
prefent rime (1934). The relevant extraas of his speech, 
wiidh referred to some proposals put forward by President 
T«^ of the U.S.A., arc as follows : 

tV 

** You wffl not get it (relief in expenditure on arma- 
ments) till nations do what individual have done — come 
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'm fdgaard m zfped to laew as die OAtufal cotii#" 
ii^om* imtead of an appeal to force. Public op}iiio*» llai 
beeu n^oving, Arbkradon has been increasing. ||^ 
you must take a large stgi further before the increait of 
arbitration will rcafly affect this expenditure on aritUK 
ments. . , . But supposing . . - two of the greatest 
nations in the world were to make it clear to the whok 
world that by agreement such as , . that in no drcurU'* 
stances were they going to war again, I venture to say 
that the effect on the world at of the example 
would be one which would be bound to have beneficial 
consequences. It is true that the two nations who did 
that might still be exposed to attack from a third nation 
who had not entered into such agreement. I think it 
would probably lead to their following it up by an 
agrcctncnt that they would join with each other in any 
case, in which one only had a quarrel with a diird Power 
by which arbitration was refused. And more and 
the tendency which is growing in the world to recognize 
that war between two great countries must not only be 
a serious thing for them but must be a serious thing for 
neutral Powen through the dismrbance it causes, tlic 
more and more they would join, and nations would come 
to the conclusion as between themselves that they were 
not going to fight, but that it was their interest to join 
together to keep the peace of the world. ... So I think 
it is not impossible — though I admit that in a case of 
such an enormous change progress may be slow — that 
the public opinion of the world at large may insist, if it 
is fommatc enough to find leaden who have the courage 
— ^the sort of courage which has been shown in me 
utterances I have quoted in the House — upon finding 
relief in this direction. Some armies and navies would 
remain, no doubt, but they would remain then not in 
rivalry widi each other, but as the police of the world. 
. . . The great nations of the world arc in bondage, in 
increasing bondage, at the present moment to their 
armies and navies, and it does not seem to me impossible 
that in some future ytmrs they may discover, as indi- 
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ill ^ timo thf hm tM»!i ia 
#ii^ MUi^dotis «;xpendimie, die fd^mAc^hmhA 
m inside. If you dunk tkat idsic^iU^ ind 
In ttie ^ piactkal {K>Una# I i!^ply 4mt at my 

mu w oupt mt to leave what the mmdmt of w 
ljuited States has said widioot a response. . . ^ 


irtie ftccjuency of the ** waaMJcares *’ was symjptomatic 
of international political strains in Europe, the home of 
tvesiem civilization; political nationalism— as we have 
already observed— was running very strong and the depth 
and strqtigth of its current was due to die anxious desire of 
men for peace and security. Military stxcn^ seemed the* 
only sure way of avoiding attack, and “ military strength ** j) 
often seemed to mean political control of some area already 
in foe possession of another state. It was a vicious circlr 
in which states attempted to be safe by menacing each 
other’s security. 

At the time of the Serajevo incident Europe was divided 
into two camps : the Triple Alliance (Gennany and Austro- 
Hungary plus a doubtful Italy), and the Franco-Russian 
Allismce plus a Great Britain linked to France by an under- 
standing called the Entente eordiale. In theory the peace 
of Europe was reinforced by the fact that these two groups 
balaicca each other in power. Their genesis was as follows : 

T|e bkth of the German Empire as a consequence of 
foe Austro-Prussian War and the Franco-Prussian War 
mafoed Aecondusion of die first stage in Bismarck’s policy. 
Ho fien devoted his genius to securing what had been 
achi^ed, and brought about an alliance with Austro- 
Hungry (iSto) and another with Italy and Austro-Hungary 
AJhance iS8a). These were supplemented by a 
treaty with Russia, which pledged each of the sianarories 
a neutral when w other was engaged ui war 
. was an attack by Russia on Austro-Hungary 
|Ocrmany on France. 

e®BCt of this policy was to isolate France. When 

1 v^l x9iSI, tsu. 



m Ae I^tfers polky of 
rnrns^ W liko#i^ abmdmied a$ ivm also a 
for m ^gk^Gamaii iiii<ktttaii<}iiig. At tlbis tim» Kite 
Wi^ between France and Great Britain* 'Whiclt 
actended b« to the Napoleonic wars and finriicr* waa 
acute and showed itself particularly in a ckdb of coloniring 
ambitions in North Africa, Great Britain was also pro- 
&undly suspicious of Russia’s forward movement in 
Centra! Asia and the Far East, with its menace to hdja and 
Britirii interests in China. 

Russia and France came together in an alliance in x%4, 
and hy 1904 the growing strength and openly expressed 
imperialist ambitions of Garmany had brought France and 
Great Britain into an Entente coraiale* A treaty was signed 
in which Great Britain agreed to leave Morocco to France 
in return for a free hand in Egypt. There followed secret 
“ conversations *’ and “ exchanges of views ” between the 
French and British general staffs.^ The political growth of 
these two groups was accompanied by a steady increase in 
the strengm of the consenpt armies of the Continental 
Powers and by a naval armaments race between Germany 
and Great Britain. 

Some words about the Balkans. This part of Europe was 
occupied by turbulent peoples who hated each other and 
the Turk. Russia* as me chief Slav Power, and Austro- 
Hungary had “ interests ** m the Balkans. Russia managed 
to foster the creation of a species of Balkan Alliance, 
which in 191a attacked and defeated Turkey, in 1913 
the viaors of the First Balkan War quarrelled over the 
snoik* and the Second Balkan War took place. From 
tlicsc two conflicts Serbia emerged with increases of 
territory, population and selfconfidence, Austro-Hun- 
garian ambitions in the Balkans received a set-back, as did 
also certam German commercial-political plans fca: the 
octenriou of her influence through Turkey and so into fjbe 

^ Admlialty dM not tnke pm in the«e CDnir«rs»tky|ts. Hiey iitd 

duir t/vm plan*. They were so secret ihst It is ssM thw die Navy M no* ey^ 
ndl the Anoy it ptopcMMod to land it on the Danish coast t Thete iya»— in those 
day»~~no naval stae at the Admiralty. 



Om &m 

Cfctima “ Dmg ttadb Ckim fio4fejr 
^ ^ at tk of (^mm m&umxx to ik 

of A© Poisiaii Gtilf; an obwus tnenace in 
Hriiislioyes to Ac safety <rf India, 

iSodb, in 1914, were Ac bare bones of an fetcmational 
sitwation whkb had obviously been for some years on 
Ae verge of bursting mto war.^ The Scrajevo murders 
tonched off Ae explosion. 

During Ae desperately critical summer days of July Ae 
situarion steadily became worse and less under Ac control 
of statesmen. It is probably true to say that no government 
Wamted war, but some governments were ready to run Ae 
riA of war m order to promote their national ambitjons. 
tet Ac headlines from The Times tell the story : 

July loth^ 1914. — ^The Arming of Europe. A Situation 
of Extreme Gravity. Call to War. Growmg 
Pessimism. 

Jwly ilst . — On the Brink of War. Russian Call to the 
Colours. Rally by Ae Dominions. The Duty of 
Great Britain. 

August ist .^ — Europe in Arms. General Russian Mobiliza- 
tion. Martial Law in Germany. 

AugfiSt ^rd , — Five Nations at War. Fighting on Three 
Frontien. Invasion of France. British Naval 
Reserves Mobilized. Bankers’ Emergency Proposals. 
Bank Rate 10 per cent. 

August 4th.*--Thc Menace of Germany, Naval Aid for 
France. 

August sth , — ^War Declared. British Empire MobAzing. 
Government Control of Railways. Resignation of 
Lord Morley and Mr. Bums. 

Whilst such-like items of news caused anxious discussion 
at BjritiA breakfast-tables and m Ac cafes of Ac capital 

* mxcmt of the 11^14 situation in Europe and its pne-history is no more 

djwti oddilMS. For fuilh«»’ w^ormatjon. see Biblioat^hy. 

* 0» Thursdiy, July 30th» the rates at Uoyds agamst Great Britain being 
hraohrejct k( war were 10 per eenu By Saturday, August tst, diey i»td lisen to 
70 per Dent, 

40 



Cirt9t 0^ar 


dtki of Butope, vast crowds swarmed in tiie soateti, 

g triotic songs, waved flags and cheered as soldim jtmrdW 
m thdr barracks ... to the troop-*trams which woold 
arty them to glory and— but this was not so modi thooght 
of--to their graves. In Government offices, sudi as the 
War Offices, the Admiralties, the Foreign Offices, the lights 
burnt throughout the hot summer nights as the civil servants 
worked in meir shirt sleeves at masses of papers, telegrams, 
telephone calls, orders and counter-orders, immediate and 
urgent. The statesmen in Cabinet met anxiously, argued 
and discussed what should be done. Telegrams were sent 
to foreign states promising to do this if the other govern- 
ments would stop doing that, and replies poured in saying : 
” We will stop doing that if you will stop doing this ! 
And back went the answer : “ But we learn you have done 
that, so we had to do this.'* Then came the day when, in 
London, the newspaper boys were shouting British 
Ultimatum to Germany.” For forty-eight hours the 
British Cabinet had been implored by the French to say 
that Britain would stand by France, and at last the Britisn 
Government warned Germany that if she invaded Belgium ^ 
the British could not stand on one side. It was too late. 
The German plans were fixed and the huge military machine 
had started to move. Men at this late stage could not 
control their own creations, their plans, their governments, 
their general staffs, rhdr Press, their passions. They were 
like insects dancing madly on the surface of the fast-running 
stream which was pouring over the disastrous precipice 
of great war.^ In the batiks and financial houses distracted 
men were reading telegrams and hearing news which 
showed that the marvellous intcmational banking system 
was falling to pieces hour by hour ; that panic was' seizing 
the stock exchanges; that fortunes were dwindling as a 
block of ice melts in the summer sun. And all the time the 

^ Of whose neutrality Great Britsiin was one of the guaraniors hy the Treaty 
of 1^9. 

^ It is mterestuig to speculate what pan Broadcasting would have played 
from July to August 1014. For the part which broadcsuiting can play in e^lng 
history Uve set The LismMr, Vol 3 CH, No. *91, where mere is a refnarkahle « 
summary in dramatized lorm of the events and documents of the period June- 
August 1914. 
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^ mm hmia^ 
tte ^<)dbt)t0ps smd diek W#tog 
^ laitklj m dvdkm maxchkg me ^ mmm* 
Sccfudir and swiftk the Beets wot moirii>g m dtndt 
lm0if gtm tmdy w action, all lights out at night in case 
of tammttom attadk. 

August 4th, 1914, was one of the grim dates of human 
histt^, for when Ac BriAh Government spoke, it Ad $0 
in Ae name of 450 million human beings. The war was 
novir definitely a world war. AnoAer old world was dead 
and a new world was yet to be bom ; but first Acre had 
to be human misery Ac like of which no man had ever 


2, Strategy and Tactics 

When Ac prinapal sovereign states of Europe marched 
fbrA to war m 1914 to Ae inspiring strains of martial 
music, Ac namre of the valley of the shadow of death 
through whiA Ac peoples were to pass in Adr quest for 
Ae mirage of victory was unpreActablc. It is safe to write 
Aat if an inspired prophet m 1914 could have testified as 
to what was coming, he would have been certified as 
ins^c. The reality of 1914-18 was far more astonishing 
Aan any work of fiction. The Great War can surely claim 
to be Ae most remarkable smglc mtcmational activity ever 
undertaken by men. It was unique and defied precedent 
m itvery way. It was more horrible, more heroic, more 
gigantic, more nearly universal, more costly, more destruc- 
tive, more catastrophic, more hichly organized, more 
elliptic, more nothing, more everymng, more significant, 
more meaningless Aan anything whiA had ever happened 
beAre m human history. 

The story of the War falls mto three phases — a first phase 
i#five or six monAs J&om August 1914 to Ae beginning 
of 1915 ; a second phase whiA lasted for three and a half 
yejws, to be succeeded by phase three, which covered the 
to Novemte 1918, 

lAe war was won and lost on Ae Western front in 
lFA<tce, but Ae titanic stru^le in this area, a struggle A 
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AiUt 9 em|>lpyed Itidiaix troops* also tMMo st^^iers 
6<!>in tfacit colomcs* as well as Chinese to Up hd^ 

1^ linest .was accompanied by tremoidom caOipaigs^ coor 
duacd by the C^traJ Powers against Russia in w East and 
Isaly in ihc South. Use Britim Empire conducted three 
simultaneous campaigns against Turkey. One at dbe 
Dardanelles, anothor in Mesopotamia, and a durd in 
Palestine and Arabia. The German colonics in Africa wcrc^ 
the scene of campaigns, one of which, in German JBast 
Africa, lasted into igiS. An Allied expeditionary fptcc 
endeavoured to invade the Balkans after me Central Euro- 
pean Powers had overrun Serbia. It is impossible in this 
book to do more than mention these “ colossal side-lines,^" 
but some notion of the scope of the War can be derived 
by glanang at “ The Brirf Chronology of Our Own 
Times.” 1 

Phase I 


August 1914 to January 1915 

During this phase the Central Europeans assumed the 
offensive and dommated the direcnon of the War. They 
adopted a defensive attitude on the Eastern Front — a 
strategy which yet permitted a German army under 
Hindenburg and Ludendorff to inflict a crushing defeat 
upon the Russians at Tannenbcrg — and threw the bulk of 
their forces against France. The plan was to advance with 
six armies in a scmi-circular movement through Belgium 
and Northern France, capture Paris and take the French 
armies in rear. It all but succeeded. The French, who wete 
joined on their left by the British Expeditionary Force, 
were forced to retreat, and the French Government fled to 
Bordeaux. But on September 6th, 1914, on the Riva 
Marne, a few miles to me cast of Paris, the Allied armies, 
under Generals J06&C and French, assumed the ofiaisive and 
chedted the German advance. The invaders feU back to 
Ac River Aisne, and Acn began an extension of Ac fighting 
line norA and souA until it stretched in an irr^ular curve 
from the Belgian coast near Ostend, Arough F&ndcrs just 

* Sep page 966. 
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cif ypw f ’ Wiper® **) to SoKssoji®, tm of VttiJtai, md so 
tjse m$u of the Vosge® MotJntwim to the Swiss 
Bmdet* By the begimmg of 1:915 this liae was becoming 
smfc and m© axmies were going underground on dther 
mde of the ** Ho Man s iand^’ of the Western Front trench 
system- 

The establishment of these enormous defensive systems 
wm the sign of many things. It was a sign that the first 
fdsasc of the War was over, and it also marked the moment 
when Germany lost the War. It was also a sign that a 
new tactical conception of war had been born. During 
Phase I of Ac War the Central Powers gained an ally in 
Ae shape of Turkey— -a state in which German influence 
had been active in Ae years immcAately preceding Ac 
War, and in October 1915 Bulgaria declared war agamst 
the Entente Powers. 

This first phase of Ae War was Astingmshed by a singular 
lack of offensive spirit on Ac part of Ae naval forces of 
Ae Allies and Germany. Fortunately for Ae Allies Ae 
German fleet Ad not accompany Ae offensive m France 
wiA an attack on Ac qmte unprotected communications 
acro$s Ae English Channel. The Grand Fleet, based upon 
Ae dntirdy undefended anchorage of Scapa Flow, adopted 
a watchful attitude on Ae principle Aat a fleet in being 
Was essential to Ac Allied control of sea communications. 
It should be remembered Aat at this time Ae British Navy 
body and no brain. There was no proper naval 
staff and for several years great attention had been paid to 
Ae question of builAng bigger and better ^ ( ?) ships, but 
none upon Ac art of how to use Aem in war. The curse 
of the BritiA navy in pro-War days was the blind adoration 
in vAich it was held by Ae public, and Ac existence of 
niae«0©nA-ccnmry traAtions, which needed restating in 
termi of modem hfc. A few German ermsers scattered 
abom Ae world carried out commerce warfare for some 
m0tJ4^ until they were hunted down. 

^ I Ww two nf t{]« bigg«st bbw up ^ vanish in a few seconds on May jist, 
faijag the first part of the Battle of Jutland. See ^ Nai^a/ Luuunant 
BBenpe (Stephen 1919* 

44 



ikM War 


Phase II 
19*5-1918 

During this period Ac Central European Powers weite 
in Ac position of a beleaguered citadel Their problem 
was to break Arough Ae iron band which the Allies clumsily 
and ponderously riveted around Acm. The German 
strategy consisted in launching periodic attacks on Ae 
Western Front, of which the assault on Verdun was one of 
Ac most desperate and bloody until its horrors and energies 
were surpassed in the final and supreme eiforts of Ac 
spring and early summer of 1918. Simultaneously, Ae 
German navy endeavoured both to break the BritiA 
blockade and knock Great Britain out of the War by 
using submarines against sea-borne trade. 

It was the business of the Allies to hold the Central Powers 
whilst accumulating man-power and material resources 
sufficient in strength to break the German defences ^ and so 
penetrate into the heart of the enemy resistance. 

Phase II was a period of preparation, punctuated by 
attempts on either side — as at Verdun and on Ae Somme in 
1916 and at Passchcndaelc in 1917 — to resume the offensive. 
It was the period of attrition during which it was argued 
by both sides that sooner or later the enemy must give way. 
It was a period of great tactical ingenuity and complete 
strategical sterility ; of tremendous sacrifices which cancelled 
out. From the political point of view it was Ae period 
during which It dy came to the conclusion that it would 
best pay her to join the Allies ; that Russia — rotten within, 
battered without — collapsed into revolution and left Ac 
ranks of those fighting for democracy ! 

At this stage in Ae War, just wnen Ae Allied pressure 
on Germany was producing intolerable conAtions in Aat 
country, Ac collapse of Russia left open a great gap on Ae 
Bast through which Ac besieged peoples could obtain 
access to the grain fields of Ae Ukraine, and it also permitted 
Ac Germans to overwhelm and conquer Rumania and 

^ Hie ** Eiisfemers ’’ maintained that it was folly to direct the main dirust of 
the MM effort against the German western defences. 
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man-power for wSt W 
ISi|?0te, GWtoot^y iftom the < 5 crman mw, 

eohmdcd wi<h tbe liktMm of ihe tlnit^ St^ i^ 
AttJierica to enw the War. The Uuiitdi Sta^ tewiied at 
the operations of the U-boats* declared war on Gmnaiiy 
m April 6th» r9i7. It was doting Phase 11 that a halt- 
hearted attempt was made to penetrate the Central European 
dtadCd hy ^ hadk doors of me Dardanelles and the BaScans 
fthe Sakiuka Campaign], 

Thox were signs in 19x7, bodi amongst the Allies and 
the Central European Powers, that die strain of suflPeriog, 
the seemingly interminable agony of the casualty Ests on 
land, in the air, on the sea and under its waters, was proving 
to be more than flesh and blood could stand. War-weariness 
became apparent, and there were moments daring 1917 
when the word “ Peace ” was murmured. There were 
serious murinies in the French army, but max were apparendy 
in the grip of uncontrollable forces, and the War carried 
It was during this second phase that there occurred 
the indecisive naval batdc of Judand, at which the British 
fidted CO realize that the purpose of a batdc fleet is the 
destruction of the enemy’s barae fleet. It was also during 
1917 that the German submarmes in the month of Apm 
dircc-quartcrs of a million tons of shipping. Had this 
rate of destruction been mamtained Great Britain would 
have been in desperate straits by August. The introducticm 
of th^r convoy system saved me situation. It was during 
the second pmse of the War that in the case of all the 
beffigerents the state gradually assumed almost complete 
ctmtrul of national life. The Allies, with the command of 
the sea^^routes at their disposal, drew upon the resources of 
the viforld outside Ccnoral Europe in order to forge a 
weape^ of war which should be able to beat down the 
stubWn Ttmtmce of die Central Powers. The process 
was slpw for three reasons* First, the Allies had to be 
taught by misfortunes and failures that they must subordinate 
sovereign tights and national ambitions to the compiou 
ptitpospp of co-operating in the prosecutiem of the War. 
Ihey hever succeeded in forming an entirdy tmimd team# 



lii^ had l»?x»viotidy hm ^ 

Im fcm m wm* S6coii%» each state had to li^am 
by a itoilar piocess of paiimd oK|>meoc^ that ** 
etitetj^rise was kcapahle d grappliiig with (he vaster 
of Ac manifold war problems. The maximtim ootptit 
of war energy on Ac part a nation could only be ensured 
by planning, co-ordmadon and centralissed Areetton. The 
directmg authority was necessarily Ac state, but Ae state 
had to improvise Ac madunery of control, and apecially 
in Ac demoaades of France and Great Britain, Ae traAdons 
of in Avidu Asm and laissez-faire resisted the urgent demands 
of war nccA. ThirAy, Ae building up of Ae Ailed 
war machine was delayed and hampered by Ac need of 
compromising between plannmg for Ae decisive oflfcndve 
and Ac need for holding m check Ac repeated attempts 
whiA were nuA by Ae Central Powers to break out iff 
their beleaguered fortress. In these efforts Ae enemy were 
greatly favoured by Aeir central position. On the side 
of Grnnany and her AAes it was dear, especially after 
Ac entry mto Ac War of Ac Umted States, that Time 
was fighting on Ae Allied side and that military defeat was 
inevitable unless Ac set-baA in 1914 on Ac Mamc coAd be 
retrieved and Ae strategical offensive be regained. It was 
because Von Tirpitz realized Aat Great Britain was Ac 
fiJerum of Ae Allied lever that he pleaded long and pas- 
sionately for Ac imdadon of Ac unrestricted submarine 
war ; but Ae Germans vacillated in Adr tisc of this powerful 
weapon and in Ae end failed to gain Acrefirom its fuU 
military possibAdes, whilst it was Ae prcpondoraAig 
influence whiA caused the United States of America to 
nmge herself amongst Germany’s enemies. At Ac begin- 
ning of 1918 Gcnirany realized Aat, wiA the failure c® Ae 
peace movement of 1917, to whiA reference has Aeady 
0^ made, her last chance of victory lay before her, 1919 
would be too late ; it must be 1918 or never. Hindaiburg, 
Ae supreme Commandbr of Ac German armits, and 
Ludmdi^, his Cbirf of Staff, determined to make one 
filial supreme effort on Ae hlood-soaked, Aell-tom Western 
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SriMb mid Ftcmdb ftrnutiKi^ 

By liifi jmmma>time of 1918 the smpetidoo^ Cimiimi 
ofiteiiw m the which had begun on MaT<ii 2i»t, 
when half a naffion men were loosed against the Britidi 
army, had feikd, but only just failed. For three weeks, 
lox German divisioiis had struggled to isolate the Bdtish 
armies from those of Prance, and by the capture of Amiens 
and the Channel ports present the British wim the formidable 
and probably almost impossible task of evacuating Northern 
Prance* The British retreated to within a few miles of 
Amiens, suffered over 300,000 casualties, but managed to 
keep thdr backs to the wall and their faces to the enemy. 
The roar of artillery was heard in England in the training 
camps by the thousands of young soldiers, aged seventeen 
and d^teen, who were being rushed across the Channel to 
tdaSs^cc the armies. Notwithstanding a casualty list of 
hatf a million the Germans next struck at the French, and 
in some of the most desperate fighting of the War endea- 
voured to advance upon Paris from the cast and north-east. 
Meanwhile American troops in great numbers were arriving 
in France and begimiing to appear in the fighting areas. 
The critical state of affairs in the spring had at last persuaded 
the Allies of the vital necessity of sinking their jealousies 
and agreeing to the appointment of one man as Com- 
mander^n^^hief of the AUicd arnucs. The post was given 
to the French General, Foch, whose decision to assume the 
ofensivc proved to be the end of Phase 11 of the War. 


Phase in 

^ July (0 November 1918 

By the middle of July the Allies were able to inaugurate 
a vwt counter-attack, which forced the Germans to retreat 
along the i^ole front. By September tlie Germans were 
hol&g precariously the positions from which they had 
advihtSd in March, but that ponderous swing forwards and 
backwards had cost diem ovet a million and a half casualties. 





tile Aumo-^Hongarioa oficasivc ^igaim^ Italy had 
failed and the Empire was in a dissoktiion wkc^h ctdtruaated 
in an appc^ for an armi&tkc at the end of OccoWi 
Bulgaria, menaced by the advance of the Aflied armies 
basiS on Salomka, had sunrcaidcred on September 30th* 
The Turks in headlong retreat in Syria and Mesopotamia 
were granted an armistice on October 31st. Only the 
Germans remained in action, and although they had resisted 
a world in arms with indomitable courage and fortitude, 
their time was at hand. The submarine campaign, designed 
to bring that deadly enemy, Great Britain, to her knees, 
had failed; the strangle-hold of the naval and economic 
blockade was crushing the life out of the civilians on the 
Home Front ; skilful AlHed propaganda was wearing down 
and disintegrating German morale; the vast strength of 
the United States of America was ponderously coming 
into action ; and in the West the German army, the most 
impressive fighting machine known to history, was in 
retreat. Deserted by her Allies, Germany realized that 
she was facing a military disaster of incalculable magnitude 
and consequences. On October 28th the German High 
Seas Fleet was ordered to sea to engage in a desperate 
sacrificial battle with the British Grand Fleet. Fortunately 
for the sake of thousands of lives the German crews 
mutinied. It was the beginning of the German revolution. 
Already in die Reichstag there had been demands for the 
Kaiser's abdication, and it was in vain that the Liberal 
Prince Max of Baden, who had accepted the Chancellorship, 
endeavoured with the co-operation of a Coalition Cabinet, 
in which two Socialists held office, to save the situation by 
improvising a democratic form of Coalition Government 
Bavaria declared itself a republic and the movement spread 
like wildfire. On November 9th the Emperor's abdication 
was announced. Prince Max resigned in favour of the 
Socialists, and at 2 p.m. on November ptfa, 1918, Schdde- 
mann, speaking from the steps of the Reichstag building, 
proclaimed that German Republic which was to live 
uncertainly for the next fifteoi years. 

* Slgneti Korembor jrci. 
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As may intact At Bmt Fl^t cdkps^> hd 

catijr h Occdbor Aat m^mdxm for were 
^ Axt was maik^d by an oxliangc t( 
mm bmwn Germany and tbe United States. 
Wilson refused to compromise» and it was not 
miti! l»lovembcr sdi, when Gcnmny was in revolution, that 
he ^d the Chancdlor that Germany could apply for an 
armistice to General Foch. The Allies presented their 
tetilis. They were severe and dcingned to make it iinpossiblc 
for Germany to resume hostilities whatever nught be the 
outcome of the subsequent negotiations for the settlement 
peace. For example, the ^rman submarines were to 
be surrendered forthwith, the blockade was to continue 
and the German surface fleet was to be interned under 
Allied supervision. All AlHcd prisoners, but not the 
German, were to be repatriated. The Allies were to occupy 
aQ territory west of the Rhine, mcludmg bridge-heads on 
the right bank. These demands were typical of the thirty- 
five clauses in the terms of Armistice. The Germans 
accepted these terms, and the Annisnee which enabled the 
c^a$ofire to be sounded on the Western Front came into 
force at ii a.m. on November nth, 1918. 


3. Destruction 

Wf have summanzed the poliucal developments in 
£tiro|>e which led up to the outbreak of war and we have 
sketeped dtc broad outlines of its strategy. Something 
be said as to the terrific economic waste of the 
Hrst, we must be clear that the term “ waste is 
USed^jn a stria economic sense ; Aat is to say, meaning the 
mpfodticdvc use of capital. Such "‘waste” may, of 
cscwicsfc^ be considered-— dn certain circumstances-— essential 
^arjfbiol nmsom. 

^ first and most tragic waste was that of human life. 
JMtoiAempl^^ for Ac purposes of destroying life all Ae 
md powerfid results of a century of rapid 
scfeilffic pre^res^ during which the wor!d*s wealA^pro*- 



Great 


CJsipacaty hud muld^kd ^about twelve Ifltey 

mi the aerdptoic smd mMf to drop dobA 
dtte; they employed the mfemariue, torpedo mi tte 
tmdef-water mieie which dealt death from the depths of the 
scm; the poison gas,* which was death earned on tfc 
wings of the wind. These were three weapons first ititd 
on a latgc scale during the Great War. The older weapons, 
particularly the maemno-gun and the heavy artfllery, ww 
improved as Idlling-madiincs to a degree which made 
them many times more deadly dian they had ever been. 
On the Western Front — the long battle-line from the Belgian 
coast to the frontiers of Switzerland — ^millions of French 
and British on the one side, and Germans on the other, 
struggled backwards and forwards within a space of a few 
miles, and every foot of shell-torn ground gained and lost 
was carpeted with the shattered bodies of the dead. In 
the swampy ground of Belgium men were drowned in 
the mud, and the battlc-linc was hedged with barbed wire 
upon which hung the rotting corpses of the infantrymen 
who had been mown down in their thousands by machine- 
gun fire. Division after division of young men, 10,000 
strong, were thrown into the front line on cither side. The 
troops waited in their trenches and dug-outs, disdphning 
the tear m their hearts. Overhead, the heavy shells sang and 
moaned as they fell in thousands of tons of high explosives 
and flesh-tearing metal upon the enemy trenches. The 
enemy artillery retaliated in kmd. The soldiors waited 
perhaps for days unal the fateful zero hour, the moment 
for Ac attack and Ac deaA sentence for AousanA, Up 
from its trenches rose Ae battalions of Ae Avision, company 
by company, Ac men laden wiA packs and gas-masks, 
rifles sma ammunition, over Ae top into Ae desolate waste 
of ** No Man s Land,” and slowly they walked forwarA 
towarA Ae enemy positions. Sometimes Ac enemy had 
bcon buried and broken by Ae artillery fire, and tnen a 
mile or two of ground might be gained, but often Ae 


^ SqC! Fjautef I ftiui U, 

* PojfOff gyif , Hivt by idle Geitnan army, was produced in the dbtstidcal 
and dy»*wop^ of nii^m dviliaution. In peac6«ame these industries are amongttt 
dia molt important in the life of modem man. 
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|!«0imiiwy l>ombardm<ait haul bam ineffisctiiw? and tboi tbc 
would sway and widier in Ac blast of lead from 
Ae The survivors would crawl back. Iw 

back behind Ae lines in an office, wailing staff officers 
working over maps would hear Aat Ae division had been 
broken in attack, and its wreckage would then be withdrawn 
from Ac line so Aat its raidcs might be filled anew by 
fibesh young men from Ae training camps. 

Here are some reflections made in 1933 by a survivor 
from Ac Battle of Ae Somme (1916) : 

“I was seventeen years old when Ae Battle of the 
Somme started; the youngest private solAer m my 
battAon. It was my first real experience of war — of 
dirt and blood, maimed men, wounded and killed — and 
I am gomg to give you Ae bare story of it here : just 
my own story, Ae experiences of one pnvate solaier, 
notliing much to do wiA official histories of the battle. 

** What was my mental reaction as I stood Acre on 
July I, 1916, waiting for Ae signal to attack Beaumont 
Hamel t 

** Seven-thirty a.m. Misty. Warm. It is to be a 
hot day. The great mine is exploded to schedule. Falling 
debris. I watA Ae handle of a pump as it falls. Then 
comes the attack, and my own momentary fears, while 
hesitating before going over. My immediate platoon 
comrade falls back into my arms. He is dead. And I 
have to tread over him to go forward. Getting through 
Ac wire is no fun. The barrage has done its best and 
what is left of Ac wire does its worst. This is Ae inferno 
I have heard about. Machine-guns arc, as Aey say, 
‘mowing down like scythes.’ Naturally, the Germans 
havt an almost uninterrupted view of us over a long 
advance of some 200 yar A, 

** Well, I am over, and running like hell towarA Ae 
objective, and as I run I wonAr wi A what purpose ? 

!s my mind on the job — to killf No! What will I do 
wi^jn* and if, I reach my objectives I don’t know! I 
seeu^ to be akmc. i stop. There swoops a low-flying 
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acropkac, Tfefe obcrvar Ims iar cnit md warn mt 
with sweeping He points towards the German 

lines. Thm I m again. litcraliy I can hear the bnijets 
missing me. I am conscious of fallen comrades as I 
lumber along. There is a wcll 4 cnown fece — another, 
and another. 1 pass a wounded subaltern, vainly trying 
to form some sort of a line. He is young, very white 
and tense. I stop. An attempt has been made to form 
a small hne of defence post. I take cover, and snipe, 

“ A few men pass me, shouting. They arc going back. 
Two of them fail. Apparently mere is an order to retire. 
I am not hit— yet. Is it worth while running back to be 
shot from the rear ? I move and take cover again, a little 
further to my right. My cover is a dead sergeant, t do 
not realize this until long afterwards, but his neck is my 
rifle rest. I start to dig myself in. I use my entrenching 
tool, as laid down in the Field Manual What a hope ! 
My foigcrs work faster, and my hands and nails are tom 
and bleeding. 

“ There is a slight lull, I realize that I am now 
apparently completely cut off, unless I scamper back, 
dodging low as I go. Is it worth it ? lam still unhurt. 
There is nothing but dead to be seen. I am some twenty 
yards from the German front line. To my left a hand 
waves feebly to attract my attention. I shea my fighting 
equipment, to go and tend a wounded friend. It is— 
well, never mind. He is the wag of the platoon. He is 
also fat and heavy, and I am slight. I cannot even lift 
Iiim to my back. Supposing I can, what will happen? 
It is all decided for me. He is shot again— fatally— and 
he coUapscs. I take a message (long afterwards it was 
delivered to his father). I cover his 6cc, and make back 
for my rifle and equipment, and I am well attended by 
machinc-gun fire. I am not hit. 

“ The hours pass. Time now noon. It is blazing hot, 
and the stench is awful. At 12.30 approximately I notice 
strange movements about the Boschc parapet. A head 
and movldcrs in field-grey appears. I cover it with my 
rifle. I wonder again. I suddenly observe a khaki<kd 



Iwt m He mms mkm. 'Wh^ is iit 
1(% <k«^ tlf mrndtsi I mu to mj Gemm lolliar 
He is weedug a white brassard with a red mm* 
I Wa^ him carcMy. He is jobed by a second* There 
is a conaplbe hdi now m the nting. 

l^^ext, a stretcher is hoisted up from the German 
trendh. I can plainly see die lifrmg hands. My two 
Gomans confer. 1 rc^ the grip on my riiSe* and think. 
I decide that die trenches are blocked with the dead and 
wounded. These mrctchcrs, apparendy, bear blanket- 
covered bodies. My mental reaction— Stout fellows ! * 
They are joined by two more. There is a second stretcher. 
I become qirious. Unconsciously, imwittingly, I raise 
tny head and shoulders, the better to watdh all this. 
Suddenly I am seen. To my amazement the strctchcn 
are dropped now. There comes a shouted order in 
German. A Bosche soldier— I can seen him now— seizes 
a rifle and fires point-blank. I have gripped my own 
rifle again by this dme. His bullet takes away my right 
eye. Explosive 1 Part of my free seems to go, too. 
I fire, automatically, I get my man in the throat. Those 
stretchers bear loaded rifles and grenades. But I am 
still conscious. 

I lie quiet, watching. Two hand grenades arc thrown. 
I r<^ll cm my side. A bullet gets me in the lefr lung. 
Thi^ Germans retire in bad order. Shrapnel gets me. 
Top lefr ribs, shoulder blade, and collar-bone; all 
smashed. Machine-gun gets me — aright shoulder. 1 lie 
on my back and laugh, almost hysterically, as a piece of 
high-explosive hits me over my eye. Then shrapnel in 
dtelefr thigh, also the leg. That is a broken bone. All 
this happens in a few moments. I try to crawl, and then 
lie sdfl. I am not unconscious. 

*^^lext, dusk I am partiafly conscious. A Tommy 
dfs^ lumself past me, ghost-like^ one kg gone. He 
oaiiis badk to me widi several water-bottles. Bless him! 
He lakiss my hand and promises help, if he gets in. (He 
did Wot) I make a temporary dressing tot my race, 
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(Mam 

ismu- I We gictat p«bi mi £m nearly all In. TW 
comc$ a i>}a]:)ik« ! waken to mgbc agakt. I maitMe a 
Htde tepid, pretty foul water. Iliat wem't do. I We 
a ka-morrhage of the lung. 

Why did I fcmcmbor to mm my feet towards the 
British hnes? I did. X am partially comdous again. 
It seems to me still night, when I have a temporary remm 
of scraigth, and with that, thoughts of getting in again. 
Home. London. I get on my feet, <^d knows how. 
I remember the Vcrcy lights. I must be a well-trained 
soldier. I recall the maadrn : ‘ Keep still when those 
lights go up.’ 1 half walk, half crawl. It is an unending 
nightmare journey, I make our barbed wire — ^aftcr how 
long ? I am challenged ! I cry out, but no sound comes 
from my lips. It is almost dawn. They can see me, and 
that I am in a bad way. 

“ I am helped in, I ask the day. July 4 1 I have been 
out nearly three days. They tell me that the remnant 
of my battalion has gone up to Ypres. The line is skeleton- 
held. I must find the M.O.’s dug-out, unaided. The 
M.O.’s face seems kind, but grotesquely huge. I ask: 
‘Am I going back e ’ He smiles. His face becomes even 
larger and more beaming. Iodine — bandages — sdssors. 
My tunic is quickly cut from me. Morphia under the 
tongue. Peace, Sleep and rest. 

“ I recover consdousness in a hospital bed. The date 
IS July 6, and I am in Hampstead, London. Pain. . , * 

“There is a sequel. When we attacked. Bavarian 
troops were in front of us. Early in 1917 I was back 
with a conunission, and transferred to the Royal Flying 
Corps. Eight years later I had haemorrhages. I landed 
up in Munich, in Bavaria, where a Bavarian surgeon took 
the bullet from my lung. It was a Bavarian hospital,” * 


^ £xtnu»l itom a Broadcast, by Dciek McCuUocb, on the National Pio- 
fiamme, the 13.B.C, London. Mr, McCuUocb is now director o( tbe Childicen*s 
lour at 6i!oadcasting House. 
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bl tbe tyte Alte» m Axt in Poland k %mski^ 

Mmspomm I^aq), in Palestine, in Central Afifca, 
A«f*t battle fronts* Brindi armies invaA^l Turkey at 
die C 5 aIlipoli Petximnla and dung there for over a year 
before withdrawing with a total loss of 130,000 killed, 
wotmtfcd and missing. In pre-War days the Gallipoli 
campaign would have been an important war, but in the 
Grca^ War it was a passing incident. 

At sea the Brldsli navy held the German fleet in check in 
the Mordi Sea and established the blockade of Germany 
and Austro-Hungaiy. In 1915 the increase in the deatn 
rate amongst German civilians was 9J per cent. ; in 1916 it 
was 14 per cent.; in 1917 it was 32 pr cent. A Bntish 
offidal doaiment says: “The mcreasc of the death rate 
was higher among women dian among men, since there 
was always a tendency for the woman to give up to her 
children, or to her husband, a part of the inadequate ration 
allotted to her.” ^ 

By dbe end of the War, Germany was almost completely 
cut off from the outside world and the German people 
were enduring great hardships. The German surface fleet 
could not break the blockade, so her U-boats dived under- 
neath it and made war on merchant ships carrying men, 
material and food-stuffs to and from Allied ports. Dunng 
the War Germany built 441 submarines, of which 191 
were destroyed in action. In Apnl 1917 the chances of a 
sliip leaving Great Britain on a voyage and returning safely 
were one in four. At this time when the submarines were 
being most successful the British had 3500 merchant ships 
of over 1600 tons. Of these 1100 were required for carrying 
food and ammunition to the armies, and it was estimated 
that if the U-boats continued to be successful, half the 
Bfrtjdl shipping would be at the bottom of the sea by 
December 1917. During 1917 the U-boats sank 2439 
ship of 5,6 iJ^o tons, at a cost of 66 submarines; but 
this was their best year, for in 1918 74 U-boats were lost 
ftir ^ total of 1035 snips of 2,556,000 tons. 

It I was U-20 which torpedoed the Lusitania within siglu 

i * See pp. ^^>*74. 



df tlte Mdt coist. She mik with a loss of i tgS tnai> woiMt 
dl3i^ dbildmi — of whom 114 wetc Amcrkam, This horror 
was worse than a crime of war, it was a stupidity in ford« 
pohey, which more dban anything else convinced & 
American people diat they should join the Allies in the 
fight against the Central Powen. The neutrals, especially 
Holland, Norway and Sweden, suffered intensely from 
the blockade, for the Allies controlled the shipping 
and the resources of the world and strictly rationed the 
peoples of neutral countries lest they simpiicd goods to 
Germany. The Norwegian merchant fleet lost over a 
million tons of shipping and 1200 men as a result of mines 
and torpedoes. The loss of life as a direct consequence 
of die War was impressive. Its cost in treasure was 
incalculable, but a picture can be sketched of its effea upon 
the world economic system. 

We have already pointed out that in a general way 
the produedon of goods and their exchange by trade 
was proceeding in the pre-War years in a comparatively 
stable and orderly manner. We have stressed the fact 
that though a century of evolution had produced a system 
markedly different from the more or less complete laissez-foire 
system which had existed, say, in 1850, yet in 1915 there was 
still more free trade than controlled trade, more flexibility 
than rigidity in man’s conduct of his economic affairs. 

It was to such a system that the god of war suddenly 
addressed his inflexible demands in 1914. These demanefs 
were tantamount to an order to commit suicide. Obedient 
to the orders of man its creator, the world system began 
to ac^ust and adapt itself to this task of self-destruction. 
There was something of the grandeur of a great tragedy in 
the method by which the system began to compass its 
own fate* In the first place, its productive energies were 
twisted our of the natural channels to which they had been 
directed by men’s peace-time demands, and diverted to 
meet the special needs of warfare. These needs were die 
production of machinery and appliances which could be 
used to destroy life and wealth. On the monetary side the 
international structure was wrecked, not only by the political 



Oi0 fbtm 

Iwidb grdiafs df wmm% <5cm0 hm 

iwMm c?kdb gr^ V ^nst hoimvtin^ mi ii»liitoii$, l« 
tun# as if mm had decided not only phydcally to tksttoy 
ctopiidlve^ and tfarir wealdi, but bad also taken ont a 
kind of irnmmm policy agwt recovery. This policy 
ts ingeniom as indeed it proved effective. It Was 
as if tnen bad said to themselves : It is possible that 
we diall fed to make the system produce enough material 
with which to bomb and shell and blast the world to 
j^eces* to sink every ship» destroy every house and kill 
every human being. Should this turn out to be the 
Ci$t^ we can at least leave the economic system in ruins 
and mdke it almost impossible for it to recover again fay 
saddling it widi an enormous load of debt. We will 
finance the special war effort (which in itself is such a 
distortion from the normal that its effeas will be ruinous) 
by inflation and huge obligatiom on the future which 
Will keep the wreckage in the dust, for then, if at any 
time in the future we should change our nunds and 
wish to cease destruction and begin construction, this 
dead^weight of debt will be such a load on society that 
it will hardly be able to heave round. Moreover, it will be 
impossible to scrap this debt because it will be, for the 
most part, government debt; and whereas credit (belief 
in the sanctity of contracts) is the presiding spirit of the 
economic system, government credit is the holiest and most 
sacred of all its forms.” 

ihcse arc the only rational conclusions the Gods could have 
reached had Aey been asked to explain men’s economic 
acriotes during Ac War, and if one desires to see Acse 
fruits in proper perspective, it is neccssaryito ask permissioii 
of tic Gods to share Aeir view-point. Even to-day (1934) 
it is very fiir from being realizcij by most people Aat from 
he gnomic point of view the World War was ixt most 
^ciipnt effort of intacnational co-^ration for wealth 
desitmhott ever recorded in histor^^ There is no space in this 
book to describe Ac tremendous and awe-inspiring efforts 
madk by At system to shatter itseE Spurred on by Ae 
^ femrical wiu fory of man, its masmr and operator, it bit itsdf 



1 % ft tual axxaniftl* It diitw itself ii|>on itself tvilh 
wm da$hte| fotcct It distetted iisdf tmtil nuny ef 
patt^ were tmrecogiimbk to those who rernesmteed 
orderly, smooth-working, welkbalanced afl&ir of pre^War 
days. Every economic law was defied in this rake’s progress 
towards disaster, and each breach was condoned in the 
name of patriotism and the imperative need of winning 
the War. It survived because man forgot that his economic 
(and his political) system is only a projection of himscif 
Economists often comment in tones of surprise daring 
periods of crisis on the endurance of the system,” just as at 
the outbreak of war eminent authorities proved to their 
own satisfaction that on “ economic grounds ” the war 
would be short. These theorists forgot that man is half 
a god, half a devil, and he can always learn to endure any 
conditions he has learnt to create. It took him over four 
years to admit that he could not utterly destroy his univewal 
aeation because he could not destroy himself. The god in 
man cannot create or destroy himself; he is Life — ^immortal 
and eternal, without beginning or end. When this discovery 
became general the War ended. 

The economic confusion was tremendous.^ In Central 
Europe there was a famme both of food and raw materials. 
In the victorious countries enormous stocks of war materials 
(including, of course, commodities other than munitions of 
war) lay heaped on all sides, yet there were great shortages of 
things useful in peace but needless in war. Inflation was 
rampant and a storm-cloud of internal debt overhung 
every country. Internationally the problems of Reparations 
and War Debts darkened the future. Legal restrictions 
hampered the natural course of trade. By 1918 the world 
economic system had become a World-War economic 
system. In many respeas it was a new system designed 
and operated for the sole purpose of producing fuel 
for the furnace of war, quitily, in great quantities and 
regardless of caqpense. It was a system fi^om which private 
enterprise had almost disappeared, since in all countries 
the state, so much despisea as an executive and admini- 

^ S«e Chapter 111, 
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iM§s0. |>)r *’ privai^e enicirpi^ W b<JWi i»Wif<64 
m *lJb meit firom me ibeblc md caariom Imdb of die 
capiidist d»e problems of produamg aaad <li«i^ 
itriboting 'weaidi on a scale undreamt of by any captain 
of indmtry. No grocer or butcher in peace-dme had ever 
anricipatea thart he might have to undertake the job of 
ieeding a nation; no sliipowncr had ever supposed he 
would have eo control and operate through mine and 
snbiaaarine infested seas the combined shipping of several 
nations; no newspaper owner in his most exuberant 
moments had ever supposed that he would have the 
responsibility of making a whole nation think according 
to instructions* So the state stepped in and set up ministries 
of food, of shipping, of propaganda, etc. By t 9 i 8 this 
new World-War economic system, which had arisen 
phcenlx^like from the ashes of the old peace system, was 
becoming very efficient for its special war-time purposes. 
This efficiency was due to a variety of causes, of which 
only two need be mentioned here. Gcograplncally this 
new war system for the production of destructive forces 
was divided into two groups, nval but similar. One was 
centred in London; the other in Berhn. One group was 
maritime and depended on ocean transport ; the other was 
continoital and operated through its land communications. 
Ihe whale contested with the elephant ; the ship with the 
railway train. The compeUDon between the groups of the 

S m was intense, and since the penalty of failure was 
I for the masters of the defeated unit, a very high 
staridard of efficiency was maintained. For example: 
when the Germans produced the Fokker aeroplane, wmch 
flew through the skies shooting down the infmor aerial 
products of the Allies, the latter were spurred to frantic 
efforts in their desire to produce a plane to shoot down 
tbef okker. Again, the creation of the Ministry of Munitions 
in <Sreat Britain was the reply of the Western Powers to 
the /initial success of the heavy artillery of the German 
mnmt. Secondly, the mm who were working night and 
my CO increase tnc vm effort were aauated by the ideals 
of mdonal victory and not by that private profit-making 
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wliicli was the normal sttmiilns of omeMfeie 
activities. In fact, it was considered so wicked ma imoro^r 
for an individual to make large profits out of tte proawswn 
and distribution of material for war needs, that the word 

profiteer ” became a term of reproach and even a qualifica- 
tion for imprisonment. This intense competition hetween 
the rival parts of an economic system dressed in war uni- 
form and the selfless spirit in which men administered 
these two creations, were factors which enabled feats of 
organization and production to be achieved which would 
have been unthinkable in the days when economic activity 
was energized not by patriotism but by the hope of private 
profit-making. 

Before leaving this description of the metamorphosis of 
the economic system during the War years, it is necessary 
to point out an interesting fact in connection with the 
distribution of much of its producaon. Huge quantities 
of the goods produced so rapidly and on so vast a scale 
were given away to consumers. Millions of tons of steel 
(in die form of shells) and of weapons of all kinds, motor 
transport, clothing by the mile, food-stuffs, etc., etc., were 
distributed gratis to the armies, who were only able to keep 
up their rate of consumption by hurling much of this 
material at the enemy (again, free of charge). The rough 
conditions of war, the dangers of movement on the seas, 
were factors which ensured a consumption of goods and 
shipping on a scale which alone made it possible for the 
producing faaorics and shipyards to get rid of their stocks. 
It was the most glorious example of mutual dumping^ 
ever known. 


4. Glorf and Comradeship 

It would be wrong to think of the Great War as bang 
nothing more than four years of misery, waste and sorrow. 
There was another side of this business of which something 
must he written. It is the view of great war which will 


^ In fact, lafge hea|>8 of war matarfal waiting to be consumed were caUed 
” dumpl.** 
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ri«B most dcajirly before rib© eyes of rib© {wsople if ever the 
day m me times to come when they must choose 
bemem war and peace. 

It may seem to us, looking back down the vistas of 
twenty years, that in 1914 the national states, like the pigs 
in the New Testament, went mad and rushed down a 
steep dope, but we must be careful to remember that to 
the mm of 1914 the War appeared as a great and glorious 
crusade, or a stem duty which no honourable man could 
avoidt A victorious ending to the War was of more im- 
portance than life to the average man in every beUigerent 
state, and of importance, be it understood, not because of 
any gain which might arise from victory. The statesmen 
diought perhaps of gain for their state, but even so it was 
because they believed that such gain would make their 
peoples richer and happier and more secure. But, the 
ordinary man desired victory — at all events in the earlier 
years of the War—because he felt that great issues of right 
and wrong were at stake and he was fighting for the right 
against the wrong, for justice against oppression, for truth 
against lies, for God against the Devil. 

The Great War seen in this way became something noble, 
where glories covered with a splendid cloak the horron of 
the battle and blockade. Men in each national state forgot 
their class differences and felt a new and pleasant sense of 
comradeship as they stood shoulder to shoulder in the 
trenches, or worked long hours in munition factories. 

Man rejoices in a stmggle. The record of his time on 
ourth is one of struggle, of overcoming difficulties. For 
thousands of years man has been fighting vrith nature, 
prying into her secrets, mastering her forces, and bending 
them to his will. It is wdl that man should struggle, that 
he should explore his earth, that he should drag me metals 
and coax the crops firom her soil, fly across her mountains, 
her sCas and her plains, and send nis thoughts round the 
earth and back again with the speed of light. It is well that 
man ritould go up to batde against disease and win victories 
in hi* laboratories which saved thousands of lives. These 
arc noble struggles and worthy of sacrifice. The Great War 
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seemed also to be a worthy struggle, and so the com^ 
batants made great sacrifices and were heroes in a cause 
which had no meaning, for it was a struggle of man against 
himself, and therefore could only harm mmsclf Man was 
his own enemy. 

During the Great War the ideal of the brotherhood of 
man was not far from being achieved within the limits of 
each warring nation. The desperate nature of the struggle 
caused men of the same nation to sink their petty disputes 
in order to combine against the “ enemy.” The citizens 
of the fighting states lived up to Drake’s exhortation when, 
in a speech to his men on his famous voyage round the 
world [1577-80], he said: I must have the gentlemen to 
haul and draw with the mariners and the mariners with the 
gentlemen. . . . Let us show ourselves to be one company.” 

But tliis sense of being “ all one company ” which is 
still a cherished memory amongst millions who came 
through the War,^ was almost wholly limited by the 
boundaries of the nation. To a slight extent it spread 
between the nations who were allied on either side, as 
sheer necessity brought about co-operation between nations 
who were leagued together. Towards the end of the War, 
the Gcnnan and Austro-Hungarian Governments were 
almost working as one. During the last year of the War 
the Allied annics in France were commanded by a French 
supreme commander (Marshal Foch) ; American ships 
sa iled in the Grand Fleet imdcr the orders of Admiral 
Beatty; and the immensely compheated business of sup- 
plying the armies was more and more controlled by Allied 
Boards, on which each national state had its representative, 
hi Great Britain party politics were forgotten and the 
War Cabinet contained representatives from the British 
Dominions, one of whom (General Smuts) not many years 
before had been an enemy leader in the Boer War. 

It needed practical experience to make men understand 
that in the complicated modem world the vast problems 

* Mudi as I hate the foolish cruelty of war, I often let my mind dwell with 
pleasure on die comradeship which existed between those of us who were ship- 
mates for iliree and a half years in a small cruiser in the Nortli Sea. 
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q( gmat war, stich as feeding your own moon or starving 
tlie enemy nation, can only be carried out by tcatmwork 
and cooperation upon a huge scale. A lesson of the 
Great War w}nch is usually forgotten is that it proved 
that hardly any task is too great for a modem nation, if 
the people co-operatc to carry it out. To-day (1934) we 
shrink in Great Britain from the task of getting rid of our 
slums. This job would have seemed a very small affair to 
die men who were running the War in 1918 in Great 
Britain, France, the U.S.A. and Germany. 

How wonderful is Man ! In w^ar he will appeal to God 
for victory in the name of the peaceful Jesus, and from 
every Christian pulpit appeals for cannon fodder will 
mingle with prayers tor the overthrow of the enemy. 

Man is so brave tliat he ^vill face an awful death for a 
foreign^ policy he cannot understand, so cowardly, he will 
close his eyes to tlic horrors of the slums in his own town. 
So generous, he will give his hfc for his friend ; so mean, 
he will try to swindle his own government in time of war. 
So clever, he can invent an aeroplane ; so foolish, he will 
use it to drop bombs on the customers to whom he sells 
goods. So tender-hearted, lie will care for a wounded 
enemy as if he were lus brother ; so cruel, he will set up 
a naval blockade and starve the women and children of 
enemy countries. These things are true of Everyman. 

5. fVar-'H'^eariness 

By 1918 the Great War had become so vast, so relentless, 
so seemingly unending that it was out of control. No 
government could state clearly why it was fighting or what 
were the conditions upon which it would make peace. 
Men were not fighting the War to live, or to gain freedom ; 
they were living and subjecting themselves to loss of liberty 
of every kind in order to fight the War. The crusading idea 
whi^sh had inspired millions in 1914 had passed away and 
all tfce peoples were wearv, sad and despairing. There had 
been mutinies in some of the armies, especially that of 
FraiKC : there had been labour troubles in England : the 
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Italm army !iad broken and fled from the battlefield of 
Caporetto nndl rallied by reinforcements from France and 
’ Great Britain : the German peoples were hard put to stand 
the strain of the blockade ; the Austrian Empire was falling 
to pieces ; and Russia was out of the War. The Central 
European Powers {Germany and her allies) were nearest 
to collapse, for the Allies at a dark moment in their fortunes 
had received tremendous help by the entry into die War 
upon their side of the U.S.A. The encouragement was 
doubly useful It was an enormous moral uplift for the AlBes 
to feel that the greatest neutral state left in the world had 
given their cause her blessing, and it was most depressing to 
the German nation to feel that world public opinion was 
crystallizing against them. It was also of great value to 
the Allies because it brought on their side the American 
armies, fresh and anxious to prove their bravery in batdc; 
also the vast resources of Americans wealth. The loss 
of Russia in the East was more than compensated by the 
gain from America in die West* 

In 1914 the Great War seemed to men to be a means 
towards an end of some kind. It was to be an ordeal for 
a purpose. By 1918 the Great War had become an end in 
itself. Purposeless, beyond understanding, a war widiout 
end for ever and ever. Amen. 

Germans still spoke of “ defending the Fatherland ; 
Frenchmai still cried “ debout les morts,” and died “ pour 
la France ” ; but all these peoples lived, toiled and died 
in what seemed to be a nightmare in which man was no 
longer master of his fate or responsible for his actions. 

Suddenly, in 1918, witli the swiftness of sunrise and 
sunset on die Equator, the Allied darkness became dawn 
and the Germans were lost in the blackness of defeat. We 
have already described how the tremendous German 
offensive which was launched in die spring-time of 1918 
in the shell-gashed valley of that little French river, the 
Somme, rolled forward majestically and irresistibly for a 
space, was then held and in the summer flung back by 
the Allied offensive of a hundred days. Wc left our 
account of the strategy and tactics of the War on that 

<55 



Our Om Times 


d^isventh <ky of November when at eleven in the 
forenoon a strange silence succeeded the tumult of the 
battlefield. 

Only a national state utterly defeated could have brought 
itself to accept such a bruising of its sovereign rights as 
was contained in die severe terms of Armistice which were 
oficred to and accepted by the German Government. 
Many Germans felt that though the “ Horne Front ” had 
cracked and given in, yet their army was still intact and 
undefeated in the field, and that Germany should have 
rejected the humiliating terms and continued to struggle — 
behind the barrier of the Rhine, if need be. Such men 
found consolation in the thought that the Armistice would 
be followed by the peace negotiations and that the presence 
of President Wilson, representing America at the treaty 
making, would mean that this treaty would be different 
from the type of treaty which had usually ended wars. 
There can be no doubt that Germany sued for peace and 
accepted the Armistice terms because she could fight no 
more; there is also no doubt that in deciding that she 
must submit to the judgment of the Allies she consoled 
herself with the thought that the ferocity and hatred of her 
enemies would be checked by the idealism and love of 
justice of the American President, who had said that the 
peace must be “ a peace without victory,** and that “ no 
people must be forced under sovereignty under which it 
does not wish to Hvc. No territory must change hands 
except for the purpose of securing for those who inhabit it 
a fair chance of life and liberty. No indemnities must be 
insisted on, except those that constitute payment for manifest 
wrongs done. No readjustments of power must be made 
except such as will tend to secure the future peace of the 
woirld and the future happiness of its peoples.** ^ It was 
also President Wilson who had set forth ins famous fourteen 
points * which it was understood — at any rate in the defeated 
countries — ^were to be the guiding principles of the peace 
treaties. 

^ Wilson to Provisional Government of Bussia, June 9th, 1917, 

* p. 8y. 
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When all was lost on the battlefields, in die hush whidi 
followed the turmoil of the fight, a hush only broken by 
die cries of despair from the starving millions of civilians 
in Central and Eastern Europe, it was to President Wilson 
and the greatness of heart of the American people of whom 
he was die leader that the defeated turned in search of 
a saviour. 
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CHAPTER III 


SALVAGE WORK 

** The art of arranging how men are to live is even more complex 
than that of massacring mem." — Georges Clemunceao. 

Grandeur and Misery af Victory. 


1. SOS 

T he maroons whose bangs as they exploded over 
London on the morning of November iim, 1918, told 
Ae waiting populace that an armistice had been signed on 
Ac Western Front, also reminded all those whose minds 
were capable of thinking beyond the emotion of the moment 
Aat the immcAatc horrors of peace were scarcely less 
forhidAng Aan those of the late war. In the words of 
General Smuts : The War has resulted, not only in the 
utter defeat of Ae enemy armies ... we witness the 
collapse of Ae, whole political and economic fabric of 
Central and Eastern Europe. Unemployment, starvation, 
anarchy, war, disease and despair, stalk through Ac land. 
... A large part of Europe is Arcatened with disaster and 
decay. Russia has already walked into Ae night, and Ac 
risk that the rest may follow is very grave indeed. The 
effects of this disaster would not be confined to Central 
and Eastern Europe, for civilization is one body, and wc 
are all members of one anoAer.** 

For four years Ae civilian population of Ac western 
world had been trampled underfoot in Ae battle between 
Ac Allied Whale and Ac Central European Elephant, 
between Ae oceanic and Ac continental systems. Thousands 
of duldren had been bom into a world in which Ae bare 
ncqfssities of life were endangered, on Ae one hand by the 
Allied blockade of Ae Central Powers, and on Ae other 
by Ac German U-boat attacks on seaborne supplies. Of 
6 $ 
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dl(C Ac popiikrions of Ac Central Europeati cocmtrics 
bad fared infinitely tlic worse, alAough, as was suggested by 
Ac appalling death-roll of Ac 19x9 influenza epidemic, Ac 
stamina of the Allied peoples may have been materially 
undermmed by the privations of war. 

Many of Ae readers of tliis book may not remember 
Ac days when bread and meat in Great Britain were strictly 
rationed, when one took one’s aUowance of sugar out to 
tea or made sliift with saccharine, and real butter seldom 
appeared except in very small quantities upon the tables 
of Ae rich. Days when experiments were made with 
concrete ships, and the Admiralty fought the Ministry of 
Shipping for priority in the allocation of the dwindling 
supplies of steel and man-power. 

Of the Allied Powers the greatest sufferer was France, 
since Ac areas wliich had been wholly or partly occupied 
by Ac German armies were those in which her chief centres 
of mining and industrial activity were situated. Three- 

J iiartcrs of Ae annual output of coal, zinc and sugar; 

iree-quartcrs of the metallurgical and machinery factories ; 
80 per cent, of Ae woollen, and 90 per cent, of Ac linen 
industry had bceti within Ae occupied zone, many of them 
actually under fire. The damage done by the military 
operations had been aggravated by deliberate destruction on 
the part of the retreating armies. Factories had been 
destroyed, coal mines flooded, railways, bridges and 
buildings wantonly wrecked. When to this is added Ac 
agricultural wastage it is not surprising that at the end of 
Ae War Ae area under wheat in France was 25 per cent, 
less than before the War ; Ae coal output reduced by 
50 per cent., and of Ae 1820 industrial enterprises in Ae 
occupied territory only 835 had begun to work by October 
1919. Moreover, France had to face Ae colossal task of 
reconstruction witli her relatively sparse population deprived 
of the 1,380,000 able-bodied men she had lost in Ae War. 

The Belgian economy was in considerably better shape. 
Outside Ae narrow battle zone in Flanders Ae damage 
done was far less than that in North-Eastern France. Many 
of her factories had suffered and her stocks of raw materials 
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Wg4y hem requisitioned by the army of occupation. 
But her food supplies, and consequently the general health 
of her people, bad been kept up during the hostilities by 
Ae Commission for Belgian Relief. 

Italy had suffered less from Ac actual ravages of war 
Aan from the curtailment of overseas supplies of fuel and 
raw material and, to a lesser extent, of food. The MeAtcr- 
rancan was one of Ac areas in which it had been very 
Afficidt to check Ae activities of enemy submarines. 

From a Aort-term point of view Ae position of Great 
Britain at Ac end of the War was comparatively satis- 
fretory. As mentioned in Chapter II, the crisis, as far 
as she was concerned, had been reached in Ae spring and 
early summer of 1917 when her losses from submarine 
attacks had reached Ae appalling figure of over half a 
million tons in one month. Thanks to Ae introduction 
of Ae convoy system, Ac increased output of new ships 
and Ae efficient management of such shipping as was 
avsulable. Great Britain at Ae end of Ae War was in better 
circumstances than any of Ac Allies and associated Powen, 
always excepting Ae United States. Even so, Ae volume 
of BridA imports by Ac end of 1918 was over 19 million 
tons or 35-5 per cent, less Aan in 1913, about one-third 
of Ac reduedon being in food, drink and tobacco. OiJy 
by strict regulation of imports giving priority to essential 
articles had this shortage of overseas supplies been rendered 
tolerable. The output of coal had fallen by 17 per cent., 
the ports and transport systems were worn out with War 
traffic, Ae cost of living had risen to about 140 per cent, 
above pre-War figures, and a great task of social and 
economic reconstruction awaited attention. 

From a long-renn point of view Great Britain had suffered 
in Ae War to an extent, and in a manner, which was not 
immediately apparent. It was from Ae raAcal effects of 
Ac War on the volume and Arection of world trade that 
Great Britain was to suffer. Not only had her sliipping 
been depicted, and her export trade dried up — with ev2 
cficcts upon her financial position — but, deprived of their 
usual sources of supply, many overseas countries which had 
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formerly been sources of food aad raw materials, had 
industrialized themselves in a manner which was to neces*- 
sitatc radical reorientation of British industrial and com* 
mcrdal policy* The Great War dealt a savage and wellnigh 
mortal blow to the world system of finance and commerce 
of which Great Britain had been die centre, and from whose 
activity she had prospered during the nineteenth century. 

The neutrals had not escaped. Consider — ^as an example — 
the case of the Dutch, whose misfortune it was to be ground 
between the British and German war machines. Threatened 
by Germany with invasion and dependent upon that 
country for coal, iron and potash ; squeezed by the British 
Ministry of Blockade upon whose goodwill the Dutch 
were dependent for all sea-borne imports, such as cereals 
and fertilizers, the Hollajiders were literally between the 
devil and the deep sea. Both belligerents were anxious to 
obtain Dutch agricultural exports. Britain wanted to force 
Dutch shipping into the service of Allied transport, whilst 
Germany wanted to keep it off the seas. In 1917 tlie trade 
of Rotterdam was but 10 per cent, of what it had been in 
1913. Bread cards were introduced in February 1917 
(2800 grammes per head per week) ; in March 1918, the 
bread ration was cut by 50 per cent. In 1917 the cotton 
mills were reduced to a sixteen-hour week. In January 
1918 they were nearly all closed for lack of raw cotton. 
To a somewhat lesser degree Norway, Sweden and Den- 
mark were in a like state. 

If such was the situation in victorious and neutral 
countries, that of Germany and her allies was infinitely 
worse. The deadliest effects of the Allied blockade of 
Germany were not so much in the restriction of food 
supplies from overseas as in the curtailment of imported 
fodder and fertilizers. German agriculture is managed upon 
intensive lines, so a reduction of die nitrogen^ available 
for agricultural purposes by over 50 per cent., and of the 
supply of phosphoric acid by over 70 per cent., had reduced 


1 The works estabiished for the extraction of nitrogen from the air were 
hampered by lack of fuel and labour and their output was mostly used in the 
production of munitions. 
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feiility of the soil at the mi of 1918 by 40 {>er cettt, 
The shott^ige of fodder became acute, mi in X919 British 
experts failed to discover one first^^radc beast in the Berlin 
slaughter-houses. Cattle herds had been reduced by 18 per 
cent, and pigs by 60 per cent. The milk yield of cows was 
seriously reduced and the total output of milk fo 1918 had 
feUen by about 50 pa cent.^ The nulk supply in Berlin 
was down to one-nfth of its normal proportion. In the 
summer of 1918 the poor in Berlin were reduced to a 
weekly ration per head which consisted of: 4 lb. of 
indi6ferent bread ; 7^ lb. of potatoes ; i lb. of meat (when 
obtainable) ; I lb. of sugar and minute proportions of fish, 
fats, cheese and jam. In the terrible “ Turnip Winter *’ 
of 1917 the calorific value of the staple ration had fallen to 
one-third of die normal quantity needed for health. The 
cumulative efiect of these conditions was reflected in the 
vital statistics of the civilian population, amongst whom 
the death-roll was 37 per cent, higher than before the 
War. The birth-rate had fallen by nearly onc-half and in 
the twelve months ending June 1918, die total deaths 
exceeded die total births by 885,000. By 1918, three-quarters 
of a million German civilians were dead who would have 
been alive but for the blockade. It has been estimated that 
80 per cent, of the children attending public schools were 
suffering from rickets and that the mortidiry in Prussia from 
tuberculosis had increased to two and a half rimes the pre- 
War figure. The houses of even well-to-do people were 
infested with vermin owing to lack of soap; new-born 
babies were wrapped in newspapers for lack of cotton, 
and t|ie dead were buried in mass graves because there was 
no lypod for coffins. The shortage of raw materials was 
so acute that the Government was commandeering metal 
window festenings, buttons, toy soldiers, and billiard-table 
cushions (for the rubber). 

In 1939 the food shortage was aggravated by a complete 
disorganization of the transport system owing to lack of 
fuel, raw materials and labour needed to undertake the 

^ C. E* Fayle, Siahrm TrswAr, vol. iii, p. 4Zf et a source to wliach I am 
indebted for much material in thii cliapter. 
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tMrgcnt task of reconditionijig the railways after die wear 
and tear of war. As Norman Angdl succinedy puts it, 
“ Famine may be quite as much a problem of spare parts 
for locomotives, or of lubricants and coal, as of food.” 

The task of repairing these ravages was one which might 
have embarrassed a victorious Power with all the resources 
of the world to draw upon. But it must be remembered 
that not only was Germany at the mercy of her enemies 
with regard to permission to purchase and ship the much- 
needed supplies, but also that she was gravely hampered 
by difficulties of finance. The pick of German securities 
in North and South America and in many neutral countries 
had been realized during the War, and it has been estimated 
that of the /jiooo million of German foreign investments 
existing in 1913 not more than ^£20 million was available 
at the end of the War for the provision of credits.^ 

Terrible as was the situation created by the War it 
threatened to be greatly worsened by the terms of the peace. 
The anticipated effects of these terms can be illustrated by 
smmnarizing Count Brockdorff-Rantzau’s letter of protest 
written to M. Clcmenceau during the discussions on the 
Peace Treaty : He pointed out that Germany had changed 
from agriculture to industry during the thirty years 
before the War, and that in 1913 she had imported twelve 
million tons of foodstuffs, whilst it was estimated that 
at the same date fifteen million men depended for their 
livelihood on foreign trade, sliipping and industrial pro- 
cesses concerned with the working up of raw materials 
imported from abroad. He complained that the difficulties 
which confronted the German people would be enormously 
increased by such parts of the Peace Treaty as included the 
surrender of the German mercantile marine and the obliga- 
tion on the part of Germany to build tonnage for the 
Allies ; the surrender of her colonies ; and the surrender of 
21 per cent, of the cereal and potato-growing areas in 
Eastern Germany. He pointed out that Germany was to 
be condemned to lose one-third of her output of coal ; 
over half her steel output and three-fifths of her zinc 
^ S$ahrM Tradit lii* quoting Cmd. aSo, p. 9 and Appendix zz (a). 
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from Upper Silesia. He declared that Germany 
would have to inaease her food imports since refugee 
Germans were pouring in from the Succession States. 

Lest this statement be thought to proceed from the 
natural inclination of the German delegation at Paris to 
paint an unduly black picture we may supplement it with 
an extract from a British official report which says : 

“ Before the War Germany produced 85 per cent, of 
the total food consumed by her inhabitants. This large 
production was only possible by high cultivation, and 
by the plentiful use of manure and imported foodstuffs, 
means for the purchase of these being furnished by the 
profits of industry. . . . The loss to Germany of 40 per 
cent, of its former coal output must diminish the number 
of workers who can be maintained. The great increase 
in German population dunng the last twenty-five years 
was rendered possible only by exploiting the agricultural 
possibilities of the soil to the greatest possible extent, 
and tills in its turn depended on the industrial develop- 
ment of the country. The reduction by 20 per cent, in 
the productive area of the country and the 40 per cent, 
diminution in the chief raw material for die creation 
of wealth, renders the country at present overpopulated, 
and it seems probable that within the next few years 
many million (according to some estimates as many as 
fifteen million) workers and their families will be obliged 
to emigrate, since there will be neither work nor food for 
them to be obtained from the reduced industries of the 
country.’* ^ 

Moreover, at a time when Germany was faced with the 
apparently insuperable task of financing the import of food 
and raw materials, of reconstructing her transport system, 
and of re-estabhshing an industry capable of providing an 
export surplus out of which to pay reparations, her endre 
political system was in ruins. The resignation of Prince 
Max of Baden on November pth, ipi8, had been followed 

^ Normafl Angetl in TJlut Pgaci and the Keonomic ChauM of Europe 

{ThtSwarthmoi’e quoting Cmd. Report m Food Conditions in Germany* 
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by die establishment of a Provisional Socialist GoYcmmcar* 
the flight of the Kaiser to Holland, and the abdication 
etf masse of the minor German sovereigns. The admini- 
strative system had collapsed, both at the centre and in 
the states, and the weakling German Republic was left to 
face a situation which might have daunted a Bismarck in 
the plenitude of his power. 

The collapse of Germany, or rather of the military 
machine which for over four years had controlled the life of 
the nation with a rutliless efficiency, not only removed the 
administrative backbone of a great nation, but it also 
removed the steel framework within which all the resources 
of Central Europe, Bulgaria and Turkey had been con- 
centrated upon the prosecution of a single purpose. When 
the German military organization disappeared, the directing 
centre of the activities of nearly 200,000,000 human beings 
was no more. Central Europe from the Rhine to the 
Vistula, from the Baltic to die Adriatic, was economically 
void and almost without political form. 

Bad as were conditions in Germany and Northern 
Europe, the state of affairs in the areas which had figured 
on the map as the Austro-Hungarian state was even worse. 
The disappearance of the central Hapsburg Government 
removed the administrative structure which had held 
together in uneasy companionsliip die racial and nationalistic 
mixture of the Empire. The army was demobilizing itself 
since there was no War Office to direct proceedings, whilst 
the territories of the old Empire, less the areas of Austria 
and Hungary, were being parcelled out amongst the Suc- 
cession Stares (Czechoslovakia and Yugoslavia), Rumania 
and Poland. Many of the disbanded soldiers were not sure 
of which national state they were in future to be citizens. 
Pending the decisions of the Peace Conference at Paris as 
to the position of the new frontiers, all the heirs to the 
possessions of the old Empire were busy staking out claims 
and entering into military occupation of districts they hoped 
to annex. The anarchy, destitution and despair of Central 
Europe constituted a great pile of tinder which only awaited 
a spark of revolution in order to burst into a conflagration 
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iRriich might swacp ovisr the whole Commmt Across 

frontiers of the old Hapsburg Empire, BoUicvik 
Rossk, like a bkzmg cathcrine-wccl, was showering sparks 
into the neighbouring lands. One alighted in Budapest, 
and for six months Hungary endured die Red Terror 
of the Bela Kun regime. Sporadic outbursts occurred in 
Rumania and in Itdy. Short of beating out the Russian 
revolutionary fire by force of arms the only way to check 
its advance was to reduce the inflammability of the 
material in its path. Bolshevism, in short, must be fought 
with Food. 

The problem which confronted the victorious Allies was 
complicated, and could not be evaded. Both for humani- 
tarian reasons and for reasons of political expediency 
something had to be done to save Central Europe. The 
Allies had caught the principal Central European bear 
and were activdy engaged in drawing up a Peace Treaty 
which was to set forth exaedy how the bear was to be 
skinned; in 1919 there seemed a grave danger that unless 
the chained animal was given some sustenance he would 
turn out to have no pelt. 

2. First Aid 

The problems which faced Europe during the period 
immediately following the Armistice fall into two cate- 
gories, which for convenience may be termed “ First Aid 
and ** Reconstruction.” 

The question of First Aid can be summarized as the 
need of providing Central and Eastern Europe with 
enough food to enable its peoples to carry on till die harvest 
of 1919. This question in its turn was dejpendent to some 
extent on the provision of the requisite finance, but to a 
greacer degree upon the supply of shipping facilities. 

During the War 12,850,000 tons gross of shipping had 
been destroyed, and although a considerable proportion of 
die destruction had, by 1918, been made good by new 
building, the amount of shipping available for the import 
of food and raw materials was still far short of what was 
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^csoesiary* One-third o{ the total shipping of Great Britain, 
France, Italy and the United States was employed solely 
oto naval and military service, whilst about three million 
tons of German and some three-quarters of a million tons 
of Austrian shipping was laid up in port. On the cessation 
of hostilities as many ships as possible were diverted to the 
carriage of food and raw materials, but there were still 
considerable numbers engaged in the repatriation of troops 
and the supply of the large armies which were still in the 
field. The position was nirther complicated by the urgent 
necessity for ''arrying out long-overdue repairs and recon- 
ditioning. Taken all round, the shortage of shipping during 
the period from November it>i8 to May 1919 was as acute 
as it had been during the War, and the continuation of 
war-time stringencies called for the maintenance of the 
war-time machinery for the control and allocation of 
overseas supplies. 

During the War the exigencies of the blockade of the 
Central Powers on the one hand, and the situation created 
by the German submarine attack on merchant shipping on 
the other, had brought into being by the spring of 1918 
an elaborate Inter-Allied organization for the control of 
world trade. This organization was roughly comparable 
to a solar system in which bodies like the Intcr-Allicd Food 
Council, Munitions Council, and so forth, revolved about 
the sun of the Allied Maritime Transport Council. For, in 
the last resort, it had been the scarcity of tonnage wliich 
had governed the import programmes of the various 
Allied countries. In retrospect it is clear that in this 
machinery of war-time control the Allies had in 1919 an 
almost perfect instrument with wliich to undertake salvage 
of distressed Europe. Here, also, was the framework of a 
world economic organization unprecedented in the history 
of man. It was an organization which showed that witn 
fear at their heels the sovereign states could co-operate to 
an extraordinary degree. But no sooner had tins Allied 
organization for economic co-opc ration crushed and 
beaten its rival in Central Europe than it began to fall 
to pieces. The fear which had been its cement was 
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sxtm gone. In each Allied country due conscript surtmes 
whidi had won the War ” demanded to be demobilized ; 
the business men demanded the rapid removal of govern- 
ment restrictions and the release of private enterprise from 
its fetters. Shipowners were no exception to the rule, and 
in February 1919, the British, French and American Govern- 
ments began to release their ships from requisition. By 
March the control of shipping, except for a limited amount 
of supervision maintained through the Ship Licensing 
Committee, had passed into private hands, and with it 
went the only really effective method of controlling and 
allocating food and raw materials according to the relative 
needs of the various countries. 

Although it was not practical politics to retain the war-time 
controls in all their vigour for the purpose of salvaging 
Europe, a Supreme Council for Supply and Relief, con- 
sisting of two representatives each from the U.S.A., the 
United Kingdom, France and Belgium, and one repre- 
sentative of the Alhcd High Command, was constituted. 
The following month it was enlarged into the Supreme 
Economic Council, a body which was charged with much 
die same duties as the previous Inter-Allied organization, 
but, owing to the relaxation of state control of commerce 
and industry, shorn of most of its executive power. Its 
work was divided into different sections, such as Food and 
Relief, Finance, Communications, Shipping, etc., each 
administered by a Committee. The general principle 
which governed the activities of the Supreme Economic 
Council was that a distinction should be made between the 
distressed and defeated garrison of the Central European 
citaddi which had for so long resisted the Allied attack, 
and the equally distressed inhabitants of Serbia, Rumania, 
Poland and the new Baltic states. The genuine cx-cnemies 
were to be made to pay, the Allies and quondam-enemies 
were to be given relief In practice the ex-cnemy state of 
Austria was treated as if she belonged to the second category 
of bqiefidarics. 

Tq deal first witb the question of Germany. Pending 
the conclusion of a final settlement at Paris the Armistice 
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was renewed from time to time. During dm period t^o 
blockade of the Central Powers was retained as a prC'- 
cautionary measure, though its rigours were mitigated by 
arrangement. Tlie supply of necessary provisions to 
Germany guaranteed by Article XXVI of the Armistice 
was governed in practice by considerations of shipping space 
and finance. As we have already remarked, three million 
tons of German shipping lay idle in port. The Allied 
Governments deinanaed that these sliips should be handed 
over immediately to Allied management, and in return, 
under the Agreement of Treves, January 1919, Germany was 
given permission to import 200,000 tons of bread-stuifs and 
70,000 tons of pork products. A period of haggling ensued 
about the use to wliich the ships were to be put, the amount 
of hire to be paid, and it was not until March 1919 that 
an agreement was reached at Brussels whereby the ships 
were handed over in return for permission to import a 
further 370,000 tons of food-stuffs a month, the carriage of 
which was to be a first charge on the German ships. Owing 
to these delays, and to the difficulty of financing imports, 
die total food supplies received by Germany by September 
1st, 1919, was less than half the permitted total.^ 

The question of making Germany pay raised several 
difficulties. As regards cash payment the sources open to 
her were two in number. By the Brussels agreement the 
Germans undertook to mobilize securities in Germany, but 
the result of this effort amounted to a very small sum ; the 
other source was the Reichsbank gold reserve, which then 
amounted to £120,000,000, In this case the issue was 
complicated by die fact that the exchange of this gold for 
foodstuffs would clearly reduce the capacity of Germany 
to pay such War reparations as might eventually be fixed. 
On tne other hand, it was— in the state of war passion 
prevailing in 1919— unthinkable that Germans (the Huns) 
should be given food. In the end the Germans paid approxi- 
mately ;^52, 500,000 to the United Kingdom and the 
United States for food. 

As regards the rest of the distressed areas of Central 

1 Seaiorru Tra<l$, iii, 431-23. 
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relief wsis free in enfiei^exiei^ Ik other 
Recipients gave IOU*s, Congress voted |ioo,ooo#ooo and 
the British Government gave ^tz^ooo^ooo for free relief 
Private organizations such as the Society of Friends and 
the ** Feed the Children *’ movement did excellent work» 
It is estimated dut 4,000,000 children were being fed in 
June 1919. As examples of what was done it may be 
mentioned that during 1919 the British quota of relief 
work included the following allocations : 


To Poland: 

^720,000 bread and grains. 
j^6o,ooo pork. 

^144,000 clothing. 

^100,000 boots. 

^130,000 drugs and hospital materials. 
To Serbia : 

^300,000 bread and grains. 

/i 55,000 fats. 

7438,000 clotliing. 

^500, 000 drugs and hospital materials. 

To Rumania : 

^980,000 bread and grains. 


It i$ a striking commentary on the disorganized state 
of Europe that Rumania, a wheat-exporting country, 
absorbed nearly 1,000, 000 of grains. In round figures 
the cash value of relief distributed to Central and Eastern 
Europe amounted to about ^65,000,000. 

The Allies also made grants to various countries for the 
purchase of materials needed for the repair of communica- 
tions, Through rail service between Paris and Constantinople 
was reopened in October 1919. By the summer of 1919 
the harvest was coming in and the danger of famine was 
passiis||. 

Aftfr the signing of the Treaty of Versailles and the 
withdrawal of the Americans from the Supreme Economic 
Coundl (August 1919) its headquarters were shifted from 
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Pjiris to London. There it gradually decayed and died, and 
by the end of 1919 there was hardly a trace left of this last 
heir to the throne of the great Inter-Allied economic 
organization which had once ncld supreme sway over the 
finince, commerce and transport of me greater part of the 
civilized world. 

Its disappearance was inevitable but unfortunate. One 
can see in retrospect that problems much greater than 
salvage of war wreckage were to vex and perplex mankind. 
That, for reasons which will become apparent as we proceed 
with this study of Our Own Times, the basic problem was 
one of social reconstruction, a problem which fifteen years 
later, in 1934, a number of national states were trying to 
solve in semi-isolation. 

3. Reconstruction 

It seems clear to us, emerging from die shadow of an 
economic crisis comparable in its confusions to the after- 
math of the Great War, that great opportunities were 
missed at the end of 1918. As may be surmised from the 
foregoing pages, the programmes of long-term recon- 
struction which were contemplated by the victorious 
Allies at the end of the War vanished into the limbo of 
die “ might have been.” While the War was still in 
progress far-seeing men in all countries were busy drawing 
up comprehensive schemes of reconstruction. Ministries 
of Reconstruction, or their equivalent, were appointed in 
many countries, including our own.^ Schemes were 
produced such as diat of Lord Haldane's Committee on 
* Machinery of Government,” * which made suggestions 
for reorganization over the whole field of administration. 
But, with the coming of peace all these rough drafts 
of a Planned Society — ^with the notable exception of the 
League of Nations— were stuffed into pigeon-holes and 
were soon submerged in a spate of current business. The 
Allied Governments, in obedience to the reaction against 

1 See report on the work of the Ministry of Reconstruction, Cmd. 9151 
of 1919. 

» S« Crad. 9a}o of 1919* 
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War imasurcs, evacuated most of the positions of 

control in economic life which they had seized from the 
faltering hands of private enterprise. In the U.S.A. where, 
true to the national habit of proceeding to extremes, the 
Government had very rapidly taken over large areas of 
the field of private enterprise as soon as the States entered 
the War, President Wilson promised Congress in December 
1918 diat he Would abolish all war-time controls. It is 
interesting to reflect that fifteen years later America’s next 
Democratic President, Franklin D. Roosevelt, was per- 
sonally addressing the whole American nation (and many 
listeners in Europe) in order to tell them that in face of 
another emergency the state was about to assume control of 
economic life. 

With the conspicuous exception of Russia, the private ” 
control of economic life resumed its dominant position in 
the Western world during the years 1919-20. About ten 
years dapsed, and then, as we shall sec in this book, the 
private economic system, acmated by the profit-making 
motive, was obliged to confess in Great Britain, Germany 
and the United States, that it could not deliver the goods. 
Then the state began to reoccupy many of the strongholds 
in the economic system from which it had been expelled 
in 1920. 
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THE PEACE TREATY 

** It hath been said that an unjust peace is to be preferred before a 
just war/' — S amuel Butleh. 


I. The Problem 

W HILST the victorious Allies were supervising the 
enforcement of the terms of the Armistice which 
had been signed at Compi^gne on November nth, and 
initiating the salvage measures which have been described 
in the last chapter, their plenipotentiaries were assembling 
at Paris to formulate the terms of a peace which it was 
hoped would lay the foundations of a new world order. 
The Peace Conference which opened at Paris on January 
19th, 1919, marks a definite stage in the evolution of that 
eternal struggle between ideas of human co-operation and 
competition whose existence has been noted in Cliaptcr L 
It has been remarked in this book that though the nature 
of this struggle was always the same, its setting has been 
expanding throughout the course of history until by the 
beginning of the twentieth century it had reached universal 
dimensions. Until such inhabitants as there may be on the 
stars arc brought into pohtical and economic relationships 
with earth-men the setting has reached its optimmn size. 
The 1914-18 War was the first true world war and its peace 
conference was the first world peace conference. On the 
battlefields, upon the seas and in the skies men had died 
seemingly for the cause of co-operation and for the estab- 
lishment of an ordered world society, a cause which the 
Allies claimed as peculiarly their own, but one whose 
converse — the security of the particular national state — 
had seemed to the Central European peoples an adequate 
reason and explanation for their sacrifices. 
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In 1919 the Allies hud triumphed aud it remained to be 
seen to what extent they would be capable of using their 
viaOry in order to create in a practiedi form a system of 
world society in which respect for law should be supreme, 
and in which the relationships between states would be such 
an improved version of the 1914 state of alFairs that there 
would be no danger of its collapse into anarchy. 

The struggle between the spirits of self and selflessness ; 
competition and co-operation; the short view and the 
long view ; nationalism and internationalism soon became 
manifest round the council table of the peacemakers, and 
it is the business of this chapter to record the story of the 
brief but significant episode in the development of our 
theme which unfolded itself during six eventful months in 
Paris in the year 1919. It was an episode in which the 
defeated Powers took no part. Crushed and broken, they 
lay prostrate and anxious outside the Peace Conference 
whose deliberations were profoundly to alfect the destinies 
of Germans and of all mankind. 

Would the Peace Conference be conducted in the 
tradition of the pre-War world? Or would it break 
enough new ground to justify a claim that its conduct 
marked the beginning of a new era in the affairs of men ? 

Those were the momentous alternatives. The defeated 
Powers, having nothing to gain and everything to lose 
if the first was chosen, pinned their hopes to the second 
possibility and clung desperately to the principles of Wilson. 


2. The Task 

In order to understand the drcumstauces in which the 
Allied and Associated Powers met at Paris to draw up 
terms of peace it is necessary to go at least as far back 
as January 8th, 1918, upon which date President Wilson, the 
Chief Executive of the United States of America, expounded 
his founecn points ” in a speech to Congress. They repre- 
sented his views as to tlic principles which should both govern 
the making and the preservation of international peace. 
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I 

The Fourteen Points 

1. Open covenants of peace, openly arrived at, after which 

there shall be no private understandings of any kind, 
but diplomacy shall proceed always frankly and in 
the pubUc view. 

2. Absolute freedom of navigation upon the seas outside 

territorial waters alike in peace and in war. 

3. The removal, as far as possible, of all economic barriers. 

4. Adequate guarantees given and taken that national 

armaments will be reduced to the lowest point 
consistent with domestic safety. 

5. A free, open-minded and absolutely impartial adjust- 

ment of colonial claims based upon a strict observance 
of the principle that in determining all such questions 
of sovereignty the interests of the population con- 
cerned must have equal weight with the equitable 
claims of the government whose tide is to be 
determined, 

6. The evacuation of all Russian territory. . . . Russia 

to be given unhampered and unembarrassed oppor- 
tunity for the independent determination of her own 
political development and national policy! Russia 
to be welcome, and more than welcome in the 
League of Nations under insrirutions of her own 
choosing and to be given every form of assistance. 

7. Belgium to be evacuated and restored. 

8. France to be evacuated, the invaded portions restored 

and Alsace-Lorraine returned to her. 

9. A readjustment of the frontiers of Italy should be 

effected along clearly recognizable lines of nationality. 

^ 10. The peoples of Austria, Hungary ... to be accorded 
the freest opportunity for autonomous development. 

II. Rumania, Serbia and Montenegro to be evacuated, 
occupied territories to be restored. Serbia to be 
given free access to the sea. 
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la. Turkish portkms ol* Ottoman Empire to be assured a 
seaire sovereignty. Subject nationalities to be 
assured security and absolutely unmolested oppor- 
tunity of autonomous development. Freedom of 
the Straits to be guaranteed. 

13. Independent Polish state to be erected which should 

include territories inhabited by indisputably Polish 
populations which should be assured a firee and 
secure access to the sea. 

14, A general association of nations to be formed under 

specific convenants for the purpose of aifording 
neutral guarantees of political independence and 
territorial integrity to great and small states alike. 

To these fourteen points were added the “ Four Prin- 
ciples” (February iith, 1918) — which elaborated the 
theme of “ No annexations, no contributions, no punitive 
damages,” the “ Four Ends ” Quly 4th) — and the “ Five 
Particulars ” (September 27th, 1918) wliich laid furtlicr 
emphasis on the proliibition of secret treaties. These 
documents made up the Codex Wilsoniaticus of democracy. 
They were the result of years of academic study of political 
institutions and Wilson proclaimed them with tlic fervour 
of a hot-gospeller. He was — literally — to lay down his life 
in thdr defence. 

On October 5th, 1918, Prince Max of Baden, then 
Chancellor of the German Reich, approached President 
Wilson oflScially with a view to the making of a peace 
based upon the famous Fourteen Points. The President 
replied that as a condition of negotiation ” the military 
masters and monarchical autocrats of Germany ” must be 
deposed. The German Government accepted these terms 
and the President placed the German proposals before the 
Allied Powers. The latter replied that with two qualifica- 
tions they were willing to conclude a treaty witli Germany 
on the basis of the Fourteen Points and subsequent declara- 
tions. Firstly, they made reservations on die question of 
the Freedom of the Seas, and secondly, the principle of 
” restoration ” was extended to cover ” all damage done 
Sin 
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to the dvilkn population of the Allies and to their property 
by the aggression of Germany by land, by sea and from 
the air.” 

The more or less whole-hearted acceptance by the Allies ^ 
of the Wilsonian principles as the basis of peace must have 
caused some anxious discussions among those Allied 
statesmen who remembered the existence of the Secret 
Treaties which had been signed in order to obtain Italy’s 
entry into the War and Japan’s permission for Cliina’s 
adherence to the cause of freedom. 

On November 5th President Wilson informed the 
German Government that, subjea to adequate military 
safeguards — which included the surrender of the Gcnnan 
Fleet — ^the Allied and Associated Powers were prepared to 
conclude peace with Germany upon the terms suggested. 

The Armistice was signed in the Forest of Compiegne at 
5 a.m. on Monday, November iith.® 

During the interval of nine weeks which elapsed between 
die cessation of hostilities and the opening of the Peace 
Conference, President Wilson — against the advice of his 
friends — arrived in Europe in order to make a personal 
appearance at the birth of the new world. He made a 
triumphal progress through Paris, Rome and London in 
the course of which he was impressed widi the extent to 
which the common man appeared to support the Wilsonian 
doctrines. So far as one can judge from personal recollection 
and a study of the contemporary Press, there were at that 
time solid grounds for Wilson’s faith in the goodwill of 
the masses. But it was probably an emotional and transient 
manifestation, and both Europe and Wilson were to dis- 
cover that public opinion on both sides of the Adantic 
could emulate the chameleon in the rapidity of its changes. 

^ An acceptance emphatically qualified! by Great Britain m regard to Point 2 
(Freedom of the Se<is) and by Italy as regards the ^plication of the Geitnan 
terms to die negotiations with Austria-Hungarj’. WhUst in Paris, President 
Wilson explained that when the Leai^e of Nations had been establidied the 
vetoed question of the f reedom of the Seas would not arise. But Wilwm’s 
representative, Col. House, gave die Allies an interpretation of the fourteen 
points which made them believe that they could be used for their own special 
war-aims. 

* For a summary of its terms see Chapter II, p. 50. 
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Whilst Wilson was Europe he wai Ac apostle of 

ideals wiiich W been cheriAcd by bis people ^ Ae time 
of Ae sinking of the Lusitania. A year of war had altered 
Ac outlook of Ac average American who was beginning 
to feci Aat he had better take care not to become entangled 
wiA wicked and crafty European policies and politidam. 
If Wilson had chosen to pay more attention to “ playing 
politics in Ae U.S.A. and if he had given to Chicago and 
New York some of the rime and energy he spent in Europe, 
it is possible Aat he might have been spared Ae experience 
of seeing the League of Nations he had fought so hard to 
create, refused recognition by Ae people whose views he 
was supposed to represent. Moreover, Wilson had fought 
the elections for Congress held in November 1918 on 
party lines, and Ae Republicans who won the election 
and secured control of Congress were to some extent 
forced into tlic position of automatically opposing Wilson's 
policies. 

In Great Britain during Aese fateful weeks at the end of 
1918 another world-famous figure was seizing upon the 
favourable circumstances of a nation intoxicated with 
victory in order to secure his domestic position, and so 
attend Ae Conference with a clear mandate from Ac 
country. The Coalition Government, of which Mr. Lloyd 
George was the leader, launched a khaki election." The 
policy of the Coalition Government was outlined in a 
manifeto which described as “ our first task," Ac conclusion 
" of $. just and lasting peace " in order to establish " Ae 
foundations of a new Europe that occasion for furAer wars 
might be for ever averted,'’ OAcr points in the marnfesto 
werei 

1. The provision of land for soldiers. 

2. The promotion of scientific farming. " The War has 

e ven a fresh impetus to agriculture ; tliis must not 
j allowed to expire." 

3, “ One of Ac fint tasks of Ae Government will be to 
deal on broad and comprehensive lines wiA Ac 
housing of Ac people. 

SS 
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4, “ It wiD be the fundamental object of the CoaHdon to 

promote the unity and development of our Empire 
. . . and to bring into being such conditions of 
living for the inhabitants of the British Isles as will 
secure safety and opportunity to all. 

5, Security must be given against the unfair competition 

to which our industries may be subjeaed by the 
dumping of goods produced abroad and sold on 
our market bdow the actual cost of production. 

6. “ Active measures will be needed to secure employment 

for the workers of the country. 

7. Industry will rightly claim to be liberated at the 

earliest possible moment from Government control.” 

At the end of the electoral campaign The Times summed 
up the issues under tliree headings : 

1. A War issue : “ The outstanding feature of tlie campaign 

has been almost universal determination to ensure 
that Germany shall pay the cost of the War, that the 
Kaiser shall be brought to trial, and that no oppor- 
tunity shall be afforded for any future peaceful 
penetration of this country.” 

2. A peace issue : Almost as keen as die demand for a 

strong policy abroad has been the call for radical 
reform at home on the subjects of land, housing, 
health and conditions of labour.” 

3. A political issue : ” As to whether the Government 

should be Coahdon or Labour.” 

The Coalition gained an overwhelming victory. The 
figures were : 

Coalition : 


Unionists .... 

• 338 

Liberals .... 

. 136 

National Democrats 

. 10 

Total 

. 484 
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N&thCoalitipn ; 

laBotir , . , . 59 

Unicwts 48 

liberals 26 

Siim Fcmen and Irish Nationalists . 80 

Independents 9 

Total . 222 

Coalition majority * 262 

Mr, Lloyd George went to Paris with his political position 
secure, but it was a security which had been obtained at 
the price of forging fetters for his own limbs, bonds whicli 
the most astounding feats of diplomatic contortions could 
not subsequently loosen. When Mr. Lloyd George, armed 
with the results of the 1918 General Election, went to 
Paris to fight his country’s battles at the Peace Conference, 
his main purposes seem to have been to secure a peace 
based upon such an interpretation of Wilson’s Fourteen 
Points as was consistent with the clamour of the British 
electorate, but above all to make peace quickly. Germany 
was starving; the neutral countries were in little better 
plight; the Alhed countries were short of food and raw 
materials. Thousands of prisoners were languishing in 
concentration camps. Millions of men were clamouring 
to be demobilized. There were, in fact, two capacities in 
which the Peace Conference was called upon to act, it was 
an assembly for laying the foundations of a new World 
Order* but it was also the supreme executive of a starving 
and chaotic Europe. The Alhed and Associated Powers 
were operating or controlling the movements of a very 
large proportion of the world’s shipping. This control of 
shipping was the key to the control of the world’s suppHes 
of ^d, raw materials, and manufactured goods. Until 
world trade could be released from its war-time shackles, 
starving Europe could not be fed or clothed.^ Until the 
masses were fed and clothed they could not be expected to 

* This sui>}ect ha# been dealt with more fully in Chapter HI, ** Salvage Work.*' 
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take dispassionate views upon such momentous questiom 
as the maintenance of world peace. High principles go ill 
with an empty stomach. 

j The policy of Prance as represented by M, Clemenceau 
Us as easy to define as it has proved difficult to achieve. 
M. Georges Clemenceau had seen Paris in the glare of the 
fires of the Commune in 1871. He remembered the Peace 
of Frankfurt when William I of Prussia, subsequaitly die 
first Emperor of Germany, with Bismarck at his side, had 
signed a treaty which transferred the provinces of Alsace 
and Lorraine to Germany and had extorted a war indemnity 
which had drained the economic life-blood of a generation 
of Frenchmen. On behalf of France, Clemenceau demanded 
the return of Alsace-Lorraine, an indemnity wliich would 
pay for die reconstruction of the devastated war areas 
and a guarantee that Germany should be^placed and kept 
in such a position that she would never again offer any 
menace to the security of her weaker neighbour. France, 
in short, visualized a German Samson bound by stout 
chains to the pillars of a Temple of Peace. She did not 
realize that in the course of time either those fetters must 
be loosened, or diat the struggles of a reviving and manacled 
giant would bring die temple crashing to the ground. 

Italy, represented at the Peace Conference by Signor 
Orlando, pursued the line of policy which had brought her 
into the War on the side of the Allies. It was a policy of 
carefully timed intervention in an international dispute on 
the side and in the manner most likely to secure territorial 
acquisitions to the young Italian state. At the outbreak of 
War Italy was a member of the Triple Alliance, the parmcr 
of Gcnnany and Austria-Hungary. With her niiles of 
defenceless seaboard, intervention on the side opposed to 
Great Britain was practically out of the question. Italy, 
however, continued to toy with the project of imple- 
menting her understandins with the Central Powers until 
she could secure from me Allies sufficiently favourable 
terms to induce her to add her weight to dtc support of 
their cause. She secured these terms by the Secret Treaty 
of London of April 1915- By the terms of this agreement 
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Ac ifm promised, in retnm for a dcclararion of war on 
Amtm and Germany, the Trentino and the whole of the 
Southern Tyrol as far as the Brenner Pass ; certain territories 
and islands on the eastern Aores of Ae Adriatic, notably 
Trieste (but not Rome) ; NorAern Dalmatia aitd most of 
Ac Dalmatian Islands ; Ac Albaman town and naval base 
of Valona ; Rhodes and o Acr islands wiA a purely Greek 
population ; certain concessions m Ae event of Ae partition 
of Turkey, and ‘‘ equitable compensation m the event 
of France and Great Britain extending Acir colonial posses- 
sions at Ac expense of Germany* If put mto full execution 
this treaty would have transferred to Itahan sovereignty 
229,261 Austrians, 1,528,958 Jugoslavs and a number of 
Greeks. Thus Italy’s demanA at Ac Peace Conference — 
demands actuated by a desire to secure Ae Alps as a strategic 
frontier, and to ^regain the greater part of the dominions 
of mediaeval Venice — ait clear across the doarinc of “ self- 
determination *’ as expounded by President Wilson and 
accepted in principle by Mr. Lloyd George. 

Of Ac oAcr Powers, Japan demanded Ae German 
Pacific IslaiiA north of Ae Equator and all Ckrman rights 
in Kiao Chau and in Ae Chinese province of Shantung. 
These dcnianA were in accordance with a treaty signed 
between Japan and Great Britain and France in February 
1917. This treaty cmboAcd Ae price Japan had cxactea 
in rettim for “ allowing ” China to enter the War. Japan 
also pressed the question of embodying the principles of 
raciaf equality m Ae constitution of Ae projected League 
of Nations — a demand likely to receive scant consideration 
from Ac United States and the British Dominions in view 
of the very decided attitude of Aese states to Ac colour 
question. 

» The Arabs, who, under Ae IcaderAip of the Emir Feisal, 
assisted by Colonel Lawrence, had rendered valuable 
assistance to Ae British army in Palestine, had reason to 
smtidpate British support in a claim to found an Arab 
empite wiA its capital at Damascus. This claim was bound 
to 00 hotly contested by the French who Aerished schemes 
of a j|>here of influence in Syria. The situation in tins part 
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^ df the woifld was complicated by the imdcmkkg dycil 
to Jewry by Great Britain in 1917 when, in the Bdfour 
Demration, His Majesty’s Government stated that it 
viewed ‘*with favour the establishment in Palestine of a 
National Home for the Jewish people, and will use its best 
endeavours to facilitate the achievement of this oyect.”^ 
The declaration also contained an undertaking to safeguard 
the rights of the non-Jewish communities in Palestine. 

Then there were the claims of greater Serbia and 
Rumania ; and those of the Uberated states of Poland and 
Czechoslovakia. These states, which arose from the 
wreckage of the Austro-Hungarian Empire, put forward 
claims for territorial aggrandisement which were incom- 
patible with the existing commitments of the Allies on the 
one hand and with the economic necessities of die regions 
concerned on the other. 

Russia, by the conclusion of a separate peace at Brest- 
Litovsk in March 1918, had relieved the Allies of the 
necessity of implementing their secret pledge to hand over 
Constantinople to a dynasty which had for centuries longed 
to revive the glories of the Byzantine Empire. Rumania, 
by her forced defection from the ranks of the Alhes in 
December 1917, had given at any rate a pretext for getting 
rid of an obligation to grant to Rumania, Transylvania 
and die whole of the Banat of Teniesvar.^ Amongst the 
British Empire group, Austraha demanded the German 
possessions south of the Equator in the Pacific ; the Union of 
South Africa put in a claim for Gemian South-West Africa. 

There are notable omissions in this list of countries with 
an axe to grind at the Conference at Paris. Were Gennany 
and Austria, Hungary, Bulgaria and Turkey to liave no say 
whatever in the matter ? At previous peace conferences the 
vanquished Powers at least put in an appearance at the 
council board. At the outset, at any rate, there seems to 
l^ave been a division of opinion as to the status of the 
defeated Powers. There was considerable support for the 

* For the difficulties subsequcotly created by these conflicting undertakings 
see p. (S04. 

* Clabns established by secret trifles between Ruratuua and the chief Allies 
In Augtist 1914 
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virw that the Conference at Paris was to he a i^reliminary 
mcetin|; at which the victorious Allies should settle amongst 
themsmes the terms to be negotiated with the enemy 
Powen at a subsequent Peace Congress. It was with this idea 
vaguely in mind that some of the terms of the treaty, especi- 
ally the economic and financial clauses, appear to have been 
drafted. It has been said that these clauses, drafted as a basis 
of negotiation, were in consequence made more drastic than 
they would have been had it been clearly understood from 
the outset that the settlement which was in course of 
preparation was intended to be a final one. Be that as it may, 
it very soon became clear that the peace upon wliich the 
foundations of a new world order were to be based was to 
be a Carthaginian peace, imposed without discussion or 
negotiation by the victors upon the vanquished. In point 
of fact, it was not until the treaty was ready for signature 
that the German representatives were summoned to Versailles 
to put thdr names to the sentence of the court. 

One may summarize the problems which faced the 
statesmen at Paris by classifying theiii into four groups : 

First of all there was the fundamental divergence of 
opinion between President Wilson and the European Allies 
as to the nature of the proposed scttletnent. A difference 
of opinion in w^hich Great Britain occupied a midway 
position. 

Secondly, there were the conflicting views of the Allies 
and the Succession States, as to the rightful division of the 
spoils — if any. 

Thirdly, and as quite a subsidiary issue, came the question 
of securing the consent, or at any rate the acquiescence, of 
the vanquished Powen. 

Finally, there was the increasingly urgent problem of 
arranging some sort of settlement of Europe wliilst there 
was still any Europe left to settle, and in this connection 
it must be borne in mind that the Peace Conference was 
carried on under a sky which was lit with the red fires of 
Bolshevism. It was felt that the disbandment of the AlHcd 
forces might leave the Bolsheviks with the largest armed 
force in Europe* The “ Rod Menace ** — ^sdll in its violent 
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ctHjSftifcig stage— ‘Was raising ks head not only in Hungary, 
hnt in Rtimania, Italy and also the Netherlands and 
Switzerland. Even in Great Britain thousands of mm 
fretting at demobilization delays, their irritation breaking 
out occasionally into serious rioting, were considered as 
potential raw material for a communist upheaval. The 
policy of fighting Bolshevism with food could not be 
carried on indefinitely. The great need was a speedy peace 
settlement as a preliminary to a retuni to “ normalcy.” It 
must be remembered that the statesmen at the Peace Con- 
ference had to govern a distracted Europe whilst they 
planned a New Europe and that as much and perhaps more 
time was spent in tlie former than upon the latter task. 


3. Conference 

On January i8th the curtain rose upon the greatest Peace 
Conference the world had ever seen.^ The last congress 
in any way comparable to it, either in die magnitude of 
the issues concerned or the number of countnes represented, 
was the Congress of Vienna held in 1814 to end the 
Napoleonic Wars. 

At the Congress of Vienna negotiations were carried on 
by the discreet candlelight of diplomatic usage. At the 
Paris Conference they were conducted in the glare of 
countless badly focused searchlights. Pans was swarming 
with the Press representanves of every country, who were 
in fact only admitted to the rare Plenary Sessions of die 
Conference. A good deal of information leaked through, 
and when facts were few, imagination came to the rescue. 

At Vienna in 1814 the diplomats were comparatively 
few in number ; Lord Casdercagh and fourteen secretaries 
constituted the entire British delegation. Magnificendy 
attired gentlemen, swords at their sides, conduaed “sig- 
nificant pourparlers^* in ante-rooms to the distant strains 
of a harpsichord. 

In Paris, 1919, there were seventy plenipotentiaries, 

^ the Conference wa« accorded to thirty-two Powers. The 

BiidiilL were fiiil members. 
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tnosdy in felt hats and armed with nothing more romantic 
than foimtain-pcm. There were 1037 delegates, who 
settled in national swarms upon a hotel or, in the case of 
the Great Powers, on four or five hotels; an army of 
stenographers, short-skirted (1919) and efficient, but whose 
fingers were accustomed to the keys of a typewriter rather 
than those of a harpsichord. As regards the conduct of the 
business of the Conference it was soon fotmd that plenary 
sessions were far too cumbersome a method of transacting 
business. From start to finish of the Conference only six 
such sessions were held, and apart from the first two these 
were only summoned in order to ratify decisions reached 
by a body nicknamed “The Big Four.” This body of 
supermen (M. Clemenceau, President Wilson, Mr. Lloyd 
George and Signor Orlando) evolved, for reasons which 
will diortly be mentioned, from a Coimcil of Ten which 
was a first attempt to reduce the Tower of Babel to manage- 
able proportions. As the business of peace-making pro- 
ceeded it was the Council of Four whicn reached decisions 
on all matters of major importance. The detailed investiga- 
tion of particular problems was carried out by some sixty 
inter-AlIicd committees who, in their turn, were assisted 
by a large body of experts. 

Much has been written of the shortcomings of these 
committees and their attendant experts. It has been main- 
tained, amongst other things, that they were insufficiently 
informed. The truth would seem to be rather that they 
were suffering from a surfeit of information. A prodigious 
amount of knowledge had been amassed by the American 
delegation ; the British delegation was extremely accurately 
primed, and the French had prepared schemes which, if not 
so copiously documented, were models of logical precision^ 

From January 19th, 1919 to June 28th of the same year 
the negotiations continued. Chronologically the peace- 
making falls into three phases. Phase I listed from January 
iStii to the middle of March and was the period of the 
Council of Ten. Phase 11 lasted from March 24th to 
May 7th and was the period of the Council of Four, some- 
tin^ reduced to Three. The third phase was from May 7th 
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to Jtinc 38th and was the period during which the victors 
interchanged notes with the vanquished Germans. Finally, 
there was a sequel which lasted into 1920 or even up to 
1933 in the case of Turkey. This was the time during 
which peace treaties were concluded between the Allies 
and the lesser cx-encniics, Austria, Hungary, Bulgaria and 
Turkey. 

During die first phase of the Peace Conference the 
plenipotentiaries of all countries, great and small, were 
playing for position, seeking to obtain support for their 
respective objectives from one or other of the Great Powers 
in return for promises to group themselves under the 
British, French or American standard when the battle 
should be joined on the major issues. It was a period of 
intrigue and log-rolling during which very litde progress 
was made with the real business of the Conference, the 
drafting of the peace terms with Germany. A certain 
amount of progress, however, was made in clearing the 
ground of some questions which, while intrinsically of the 
greatest importance, were irrelevant to the main issues. 
The most delicate of such questions was that of the atti- 
tude of the Alhes towards Russia, a question which may 
be said to have been shelved, rather than satisfactorily 
settled. Two apparently contradictory policies were 
simultaneously pursued. In their capacity of builders of a 
permanent settlement of Europe the Council of Ten felt 
it incumbent upon them to endeavour to include their late 
Ally in any scheme for a new world order. Abortive 
attempts were made to call a conference of all Russian 
parties at the Island of Prinkipo in the Sea of Marmora, with 
the view to the establishment of some democratically elected 
government with which die Allies could negotiate. Other 
schemes of a similar nature were represented by the Mission 
of the American, Mr. Bullitt, to the Soviet Government 
and die Nansen scheme for the provisioning of the famine- 
stricken land. On die other hand, in its capacity of tem- 
porary executive of a chaotic Europe, the Supreme War 
Council — which was composed largely of the same personnel 
as the Council of Ten— was supplying munitions and a 
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consjifcrablc moral support to the anti-Soviet armies un4er 
the leadership of DeniKin and Koltchak. Both these policies, 
even if they had not been mutually contradictory, were 
condemned by public opinion in the principal Allied 
countries. Any attempt to negotiate with the Bolsheviks 
met with almost universal execration and the policy of 
intervention on the side of the anti-Bolshevik parties, wmeh, 
to be made dfectivc demanded the co-operadon of Allied 
troops, as well as the supply of munitions, was rendered 
nugatory by the persistent demands for demobilization and 
a speedy return to peace-time conditions. 

Amongst the other questions which were dealt with 
during the first phase of the Comcrence were those of the 
disposal of the German colonies and die preparation of 
the first draft of the Covenant of the League. The mandate 
principle, whicli owed its conception to the fertile genius 
of General Smuts, was recognized as the basis on which 
the colonial problem could be brought into line widi the 
Fourteen Points in a manner calculated to satisfy the Imperial 
ambitions of France and Great Britain. 

President Wilson succeeded during diesc months in 
securing the inclusion of the Covenant of the League 
among the terms of any treaty proposals which might 
subsequendy be elaborated. In this policy he obtained 
the very ready backing of the smaller Powers, who regarded 
it not only as an insurance measure for dieir future security, 
but as a means by which they could claim American help 
when their ambitions were discussed at the Conference. 
Thanks to Wilson’s dogged persistence the discussion on 
this question had culminated in the production of the first 
draft of the League Covenant for the consideration of the 
Third Plenary Session on February 14th. The last two 
wceb of March form a sort of interlude between Phase I 
and Phase II of the Conference. They saw the return of 
Mr, Lloyd George to England to attend to busmess arising 
out of the industrial situation and to reply to criticism in 
the new House of Commons, especially with regard to 
the Abortive negotiations with the Bolshevib. In^ also 
witnessed Ac return of President Wilson to the United 
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States, where he met with a frigid reception from a hostile 
Senate. A striking contrast can be drawn between the 
animated criticism of detail which greeted Mr. Lloyd 
George from a pugnacious, but overwhelmingly loyal 
House of Commons, and the ominous non-co-operation 
on matters of principle which was patent even to Wilson 
on his return to the United States. During this interlude 
Mr. Balfour dominated the scene in Paris, and imder his 
hand there was a general speeding up of the work of the 
territorial Commissions, who were given a time limit for 
the presentation of their reports. Nevertheless when Mr. 
Lloyd George returned on March 5th, fresh from his 
cncoimtcr with die impatience of public opinion at home, 
and deeply impressed by a telegram from Lord Plumer as 
to the discontent amongst the army of occupation caused 
by the sight of die suffering of the German civil population, 
he proposed a radical alteration in the methods of procedure. 
The Council of Ten (which was usually swollen by die 
attendance of experts to a Council of Fifty with consequent 
leakages of information) was superseded by the Council 
of Four, consisting of M. Clcmenccau, President Wilson, 
Mr. Lloyd George, Signor Orlando. Linguistic difficulties 
limited the sphere of the Italian representaave to matters in 
which Italy was intimately coiiccnied, and so in practice 
die main issues of the Conference were now left to discussion 
between Wilson, Clemenceaii and Lloyd George, with Sir 
Maurice Hankey acting as secretary. 

Phase II, sardonically termed by Mr. Winston Churcliill 
“ the period of Exodus,'’ saw the Big Three getting down 
to hard racks. Profound divergences of policy emerged, 
such as Wilson’s attitude to the Secret Treaties and Clemen- 
ccau’s demand for the Rliine frontier. At one time or 
another each of the plenipotentiaries was on the verge of 
withdrawing in exasperation. On April 6th Wilson 
actually telegraphed for his ship, the George Washington,^ 
That he changed liis mind was due to me feeling that 
without his presence the uiiregenerate polidciam of Europe 

^ It seems doubtful whether this was w fact mote dian a routine matter* It 
ba« dcv«Io|wsd into one of the Legends of the Peaoe Conference. 
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would evolve an even worse treaty than that under dis- 
cussion. Ckiuenccau’s participation in the proceedings 
after the demand for the Rhine frontier had been refused 
was secured only through an undertaking by Wilson 
and Lloyd George to recommend to their respective 
countries the conclusion of a treaty guaranteeing France 
against Gcnnan attack. Lloyd George’s rather mewann 
support of die British demand for the inclusion of war 
pensions and allowances in the reparation clauses was 
reinforced by a telegram he received on April 8th signed 
by three hundred Members of Parliament, insisting that 
he should fulfil his election pledges in full. At one rime 
he also, exasperated by the delays and by opposition to 
the British demands as to w^ar costs, threatened to return to 
London, where his presence was urgently ti ceded. Finally, 
when President Wuson made it clear on April 23rd that 
he would not agree to the Italian claim to add Fiume 
to their spoils, Signor Orlando made a dramatic exit from 
the Conference. His departure enabled the Big Three to 
make rapid progress with the Draft Treaty, and it was not 
until it was ready for submission to the Secret Session of 
the Plenary Conference and the Italians were informed 
that if they did not return it would be signed without them, 
that Orlando made a hurried and luidigiiificd return to 
Paris. On May 6tli the Draft Treaty received the approval 
of the Plenary Session, but not before the lesser Pt)wen — 
including the Dominions — ^liad protested at the lack of 
fulfilment of their claims. 

The events of the first two phases of the peace-making 
can be summarized by imagining a picture of a diplomatic 
shuttle passing to and fro as it weaves a web in which the 
conflicting ambitions of the European Powers were the 
weft threading in and out of the woof of Wilson’s Fourteen 
Points. The shuttle was sometimes clumsily handled ; its 
point was coarse ; the weft coagulated into tiresome lumps, 
and many strands of the woof were lacerated and tom 
and, in some cases, parted altogether. Many of the Four- 
teen Points were either dircaly contravened — as in the 
case of Wilson’s surrender over the question of conceding 
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die Brenner frontier to Italy. In other cases they were 
diplomatically ignored or so covered with a coating of 
reservation and emendation that they became a dead 
letter. The covenant of peace was not openly arrived at ; 
the Freedom of the Seas was not secured ; agreements 
were reached which were to cause tariff barriers to be multi- 
plied in number and increased in height; the fourteenth 
point, the inclusion of the Covenant of the League in the 
Peace Treaty, was the one objective to which Wilson, 
failing in health, uncertain of support at home, bewildered 
by the manoeuvres of professional diplomats, clung with 
the obstinacy born of despair.^ On the other side it must 
be said that if the Covenant of Peace was not opeiJy arrived 
at it was not marred by secret treaties, and that the creation 
of the New Poland was in accordance with the Fourteen 
Points, the basis of a world settlement the Peace Treaty 
at best could be a patchy compromise — at worst an utter 
failure. All the more necessary, maintained Wilson, that 
it should enshrine at least one section which would provide 
a foundation for a better world in the time to come. 
Subsequent events have made it doubtful whether even 
on this point his line of argument was correct. It is arguable 
that the League, the one hope of a war-weary world, 
might have been bom under a more propitious star if it 
had been entirely disassociated from the storms of contro- 
versy surrounding the Treaty of Versaille^ 


4. Victors and Vanquished 

Proposals for the oral discussions of the Treaty with the 
German delegation were dropped owing to the vehement 
opposition of Clemenceaii, who also vetoed any suggestion 
that Germany should be admitted to the League of Nations 
as soon as the Treaty was signed. 

The Allied terms were received by the Germans with 
indignation and surprise. The Provisional Government at 
Weimar, distracted by Spartacist outbreaks at home, had 
anticipated a treaty in strict accordance with Wilsonian 

*• Se« Peace Makings by Harold Nicolson. 
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pritadplcji. Tiic actual proposals* especially in didir economic 
aspea* together with me omission of Germany as a member 
of the League — ^thc only channel through which eventual 
revision might be effected— billed them with utter con^ 
stemation. What would be the fate of the new Republic 
whose birth certificate was disfigured with an admission of 
full responsibility for the World War ? 

It was on May yth that the Draft Treaty was handed to 
the Germans at the Trianon. The head of the delegation 
of the defeated Power received the document without rising 
to his feet and treated the Allies to a bitter criticism of their 
slowness in drawing up the Treaty and of their cruelty 
in maintaining the blockade in being during the peace 
discussions. He ended with the words : “ We are under 
no delusions as to the extent of our defeat and die degree 
of our helplessness . . , we know' the power of the hatred 
that we encounter here/* The Germans were given 
twenty-two days in which to make any observations upon 
the Treaty. With feverish haste they set to work to 
denounce its provisions, more as a means of putting their 
case before world public opinion than with much hope of 
obtaining substantial concessions. The German reply 
[ alleged that the whole Treaty was a violation of the 
Wi Isonian conditions upon which Germany had negotiated 
for an armistice. They made a counter-offer of reparations ; 
they protested passionately against the cession of Upper 
Silesia; they demanded a plebiscite in Alsace-Lorraine and 
that Germany’s ownership of colonics should be a matter for 
arbitration ; they asked to be admitted to the League and 
proposed that within two years the Allies should disarm. 
Such were some of the chief points in the Gennan reply. 

For a few days from the end of May to Jime 13 th, there 
was a movement in the Allied camp towards revision, a 
movetnent in wliich Lloyd George was prominent, but 
k was too late and the Allied reply on June i6th conceded 
a stone in response to the German demand for bread. The 
principal concessions made were modifications with regard 
to th< ultimate fate of the Saar Valley, the rate of reduction 
of the German army, the bolding of a plebiscite in Upper 
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Sflcsia, and die method to be adopted for the assessment 
of reparatiom. 

The revised terms were submitted by Count Brockdorff- 
Rantzau to his Government, but four days later the Scheidc- 
maim Cabinet fell, and the new government authorized 
its plenipotentiary, Herr Bauer, to sign the Treaty on behalf 
of the German B.eich* As a fmal burst of protest the 
interned German fleet, condemned to be handed over to 
the Allies, was scuttled by its crews at Scapa Flow on 
June 2ist. The final scene took place on June 28th, when, 
in the same Galcrie des Glaces which had wimessed in 
1871 the birth of die German Empire, the black-coated 
representatives of the Geniian Republic put their signatures 
to a document which in effect was a repudiation of the 
whole policy of Germany for the past half-century. 

It was not without significance to those who seek to view 
the affairs of men in proper perspective, that of all the Powers 
whose representatives were assembled in the same great 
gallery of the Palace of Versailles in which the King of 
Prussia had accepted the Imperial office in 1871, the only 
delegates who did not sign the Treaty were those from China. 
The representatives of the oldest civiUzation on earth, whose 
entry into the War had been brought about by the singular 
process of two Allies promising to a diird Ally concessions 
at the expense of the Ally-designate, disgusted by the 
outcome of die Shantung question and the fact diat Wilson, 
in order to keep Japanese support for the League, had felt 
obliged to abandon China to the mercy of Japan, refused 
to sign the Treaty of Versailles, Concurrently with the 
Treaty of Versailles a treaty was signed between Great 
Britain and the U.S.A. on the one part, and France on the 
other, guaranteeing to defend France against unprovoked 
aggression. The prospect of this insurance pohey against 
the dangers of German revenge was chiefly responsible for 
Clemenceau’s abandonment of the French demand for the 
Rhine as a frontier ; a claim ardendy pressed by Manhal Foch. 
The Treaty of Assistance was ratified by the British House of 
Commons (November 20ch, 1919) subject to ratification by 
the American Senate, This latter event never taok place ana 
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so due Treaty was sdli-born. Frenchmen have always re- 
garded this event as the ne plus ultra o( Anglo-Saxon p^dy. 

5. The Treaty of Versailles 

The Treaty is a long document divided into fifteen parts 
and four hundred and thirty-nine articles. It makes up 
into two hundred and forty pages of small print, or an 
average sized book, and touches upon matters so great 
as the Covenant of the League (Part I) ; so curious as 
the ** public arraignment ” of William II of Hohenzollem, 
fonnerly Gennan Emperor, for a supreme offence against 
international morality and the sanctity of treaties (Article 
227) ; so insignificant as the return to the British Govern- 
ment by Germany of the skull of die Sultan Mkwawa ” 
which was removed from the protectorate of German 
East Afirica (Article 236). The gist of the Treaty is shown 
in the following summary : 

(a) Future Peace- 

(1) The Covenant of the League was Part I of 

the Treaty. 

(2) The arrangements for die setting up of the 

International Labour Organization were 
included as Part 13 of the Treaty. 

(i) Changes of Frontiers.^ 

(a) Germany was to return the provinces of 
Alsace and Lorraine to France. 

(2) Subject to plebiscites, Germany surrendered 

approx. 400 square miles to Belgium. 

(3) Subject to plebiscites, Germany surrendered 

approx. 1500 square miles to Denmark. 

(4) Germany surrendered 17,800 square miles to 

Poland, including a strip of land leading 
firom Poland to the Baltic Sea.* The city 
of Dantzig to be taken from Germany and 
made independent under the guardianship 
of the League. 

^ Through changes of frontiei^ the German State lost about 6 million citizens 
and ^proximately z6,ooo sq. miles of territory. 

* This is the Polish corridor which separates East Prussia from the rest of 
Cienziany. The Fourteen Points bad specined “ access to the Sea.” 
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(5) Germany surrendered all her colonics and her 
special rights in China, Egypt and Morocco.^ 

(c) Responsibility for the War, 

(i) “Germany accepts responsibility for causing 
all the loss and damage to which the Allied 
and Associated Governments and their 
nationals have been subjected as a conse- 
quence of the War imposed upon them by 
the aggression of Germany and her Allies. 
(Article 231 of the Treaty).^ 

(d) Cost of the War [Reparations), 

(1) Germany to pay for aU damage done to Allied 

civilians. 

(2) An Allied Committee called the Reparations 

Commission to decide how much Germany 
should pay as damages for the War. 

(3) Germany to pay 1,000, 000, 000 on account 

between 1919 and 1921. 

(4) Germany to surrender her submarine telegraph 

cables. 

(5) Germany to surrender all her merchant ships 

over 1600 tons to the Allies. 

(6) Germany to build merchant ships to die 

order of the Allies, 

(7) Germany to give heads of catde to France 

and Belgium,^ and seven million tons of 
coal a year and eight million tons of coal 
a year for ten years to France and Belgium 
respectively. Also six million tons of coal 
a year for ten years to Italy. 

* Tlie Gemian colonites in Africa and tlie Pacific were divided amongst the 
Britisli Empire, France, Belgium and jiipan (who took the Cierman islands m die 
Pacific north of the ('c(iuuor). The colonies were declared to be Mandates, 
which meant that theii new' owners were t^uffered to rule them on behalf of die 
League until such time as die peoples of diese lands were able to rule themselves. 
See Article 21 of the League Covenant. For subsequent developments sec 
Appendix in. 

* This is die War Guilt Clause to whidi all Germans have always objected. 
Germany had accepted a similar phrase in die Armistice negotiations. 

* To France, 30,000 horses, 100,000 sheep, 90,000 cows, etc. To Belgium, 
10,000 horses, 50,000 cows, etc. 
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(8) G€rmaiiy to pay the costs of the Allied armies 

of occupation. 

(9) Germany to give France the coal mines in the 

Saar. 

(e) Disarmament} 

(1) Germany to abolish conscription and reduce 

her army to 100,000 men with no big guns 
or tanks or general staff. 

(2) Germany to have no air force. 

(3) The German Navy to be reduced to six 

battleships of 10,000 tons, six cruisers, 
twelve destroyers and twelve torpedo boats, 
no submarines. 

(4) Germany to build no fortifications on either 

side of the Rhine River, and Allied armies 
to occupy German territory west of the 
Rhine for fifteen years. 

(5) German disarmament to be supervised by 

Allied commissions. 

(6) Germany to be forbidden to unite into one 

state with Austria. 

The treaty with Germany served as a model upon wkich 
the subsequent treaties with Austria, Hungar)' and Bulgaria 
were based in all respects, save that of territorial read- 
justments.® 

^ Tfee Section of the Peace Treaty deahng with German disarmament was 
prefaced by a statement whidi ran as follows ; *' In order to render pouiMe the 
irddatiffn of a general limitation of the armaments of all nations Germany undertakes 
stried^ to observe the nuhtary^ naval and atr clauses which follow!* Ir was to this 
statement tiiat Herr Hitler subsequently appealed in lustitication of his policy of 
tearing up the disarmament provisions clause by clause. Clauses (i) and (a) 
were tom up in 1935 ; (4) m 1936 j and (<S) in 1938, Clause ()) was modified 
by afftseemem w-ith Great Britain m 1935. The victorious Allies he stated had 
not mtRkirnted, tficreforr Germany considered herself freed from her obligations. 

* After the signing of the German Treaty the Big Four returned to their 
respective countries cm June aSth, having previously laid down tiie principles 
upon which the supplementary treaties were to be moulded. Tlie work of 
compktmg these treaties devolved upon die Council of Five, cemsisting of the 
hrdffi ministers of France, Great Britain, the U.S.A. and Italy, under the 
clhairniinship of M. Clemenceau. This council acted as tlie Supreme Council 
of tho Allies until January ryao, when it was succeeded by tiie Conference of 
Afflbanadors. 
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6, The Subsidiary Treaties 

The treaty with Austria was sigued at St. Germain on 
September loth, 1919. Its general provisions for dis-* 
armament and so on were modelled on the treaty with 
Germany. Union with Germany was forbidden ; a strange 
interpretation of the doctrine of se lf"d<^crminati on ! The 
territorial provisions of the Treaty seTthe final seal on the 
break-up of the Hapsburg Empire. Vienna, from being 
the capital of an empire and one of the most important 
cultural centres of Europe, was reduced to the rank of the 
principal city of a small Austrian state with an area of 
32,000 square miles and a population of less than seven 
million. (Shorn of its financial resources and deprived of 
its Hungarian granaries, tlie economic condition of the new 
Austria was to prove, as will be shown in a later chapter, 
one of the most urgent of post-War problems. ) 

The Treaty of Trianon widi Hungary was not signed 
owing to internal strife in that country — until June 4th, 
1920, and was ratified in July 1921. In March 1919, 
revolution had broken out in Hungary under the leadership 
of the Jewish Bolshevik, Bela Kun, who attacked first the 
Czechs and later the Rumanians. It was not till Hungary 
had been blockaded by the Allies and occupied — much to 
die embarrassment of die Supreme Council — ^by Rumanian 
troops, that order was restored and a government set up in 
Budapest with whom it was possible to negotiate a final 
settlement. Through the Treaty of Trianon Hungary 
ceded large portions of territory ^ to the Succession States 
and to Rumania and became, like Austria, a shadow: ^of 
her former se lf. 

The Tctdem^ widi Bulgaria, which had been the first 
of the enemy Powders to sign an armistice in September 
1918, was signed at Ncuilly (the names of these treaties 
form a list of^e old royal palaces of France) on November 
27th, 1919. Bulgaria suffered very small losses of territory, 
if the matter be regarded simply as one of area, but the 
readjustments of her frontiers were such as to deprive her 

‘ For the ultimate fate of Austria sec p. 8<Sa «t 
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of iter former strategic stranglehold upon Balkan lines of 
communication. 

The case of Turkey was peculiar, for though she had 
suffered the most complete defeat, out of her weakness 
came strength. Various causes, of which Inter- Allied 
jealousies were the chief, postponed the day of reckoning 
between the Allies and the shorn Ottoman Empire until 
1923. How at this latter date the bickering Allies found 
themselves confronted across the conference table at 
Lausanne by a rejuvenated Turkey inspired and ruled by 
the Gari Mustafa Kemai, and how Lord Curzon, the proud 
English Secretary of State for Foreign Affairs, hampered 
at every turn by French intrigue, saw his bluff called is 
a story which must await a later chapter. 

The settlements made with regard to the Succession 
States had one feature in common, a feature which applies 
to certain of the Allied states, notably Italy and Rumania. 
This was the problem of safeguarding the interests of 
minority populations. This question is dealt with in 
Chaper VL 

Tne German Peace Treaty whose birtli pangs have been 
described in this chapter is a document which has been 
subjected to much criticism — much of it unjustified. It 
was a document wliich reflected the spirit and temper of 
the times. On the one hand its penal clauses indicate the 
decerminarion of the Allies to extort the fmits of victory 
from their defeated foes ; on the other, the inclusion of the 
League Covenant reflected the existence of a strong feeling 
that a determined effort must be made to build up a system 
of collective security and international co-operation. Of the 
Treaty as a whole—and this remark applies with equal 
force to the subsidiary Treaties— it may be said that peace 
had to be made and this was the best that could be 
done in 1919 by statesmen subject to the control of demo- 
cratically elected parliaments. Informed and far-seeing 
opinion— perhaps French statesmen should be excluded 
front! this category— realized that the real work of peace- 
making had yet to be achieved. The South African 
delegates (Botha and Smuts) expressed this view in public. 
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General Smuts went so far as to say that he had only sij^d 
the Treaty because not until that event has occurred ‘will 
the real work of peace-making begin/* Finally, if the state i 
of affairs in 1934 be examined in the light of the Treaty ofl 
1919, it will be found that the Peace Treaty has been and ^ 
is being revised. The Kaiser has not been tried ; Reparations 
have only been paid in part, and of that part much was 
borrowed money; Germany is rearming. Slowly but 
surely, sections of the Peace Treaty have behaved like old 
soldiers. They never die ; they merely fade away. 


TREATY REVISION 
NOTE ADDED IN 1938 

But Article XIX of die League Covenant (Review of 
Treaties) had not, by 1935, been made use of to the extent 
demanded by the vanquished Powers. General dissatisfaction 
was growing. Nazi Germany, as we shall sec, embarked 
on a policy of Treaty Revision by unilateral action in 1935 ; 
Italy in the same year succeeded in getting the subject on 
the agenda of the Stresa Conference ; and Turkey, in I 93 ^» 
earned the unique distinction of securing revision by Inter- 
national Agreement. Up to 1935 it was comfortably 
believed that old treaties, like old soldiers, never die, but 
merely fade away. But since 1935 we have received ample 
evidence that the Dictatorship Powers, unwilling to await 
the “ happy release,” have no hesitation in administering a 
quietus. 
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a Guide to Navigation amongst the Reefs and Shoals 
of this Survey of Our Own Times 

T he first chapter of this book described the origins 
and nature of the great society which disintegrated 
into the World War as a consequence of its inability to 
co-ordinate on a universal scale political competition 
between sovereign states and economic co-operation 
between individuals in all parts of the world. Then came 
a chapter touching upon the War and the next chapters 
described salvage work in the post-Armistice period and 
the creation of the Peace Treaty. 

That event marked the end of the first phase in the story 
of Our Own Times — a period which came to an end 
in 

The old world had been in part destroyed and the charter 
of the new world, a charter sealed by the sacrifices of 
millions of War victims, lay upon the table. How were 
its contradictory provisions to be interpreted ? How 
applied? Who were to be the arcliitccts in charge of 
reconstruction ? 

These were typical of the questions w'hich confronted 
men at the end of 1919. 

As will be seen in Chapters V to XlII, it was a period 
which might well be called “ The War after the War/’ 
It was not — in comparison with the period 1914-19 — ^a 
time of physical war, though bloodshed was not absent; 
it was a tmic of a war of ideas ; a conflict of interpretations. 
It was a clash in Europe between those who beheved that 
the League section of the Treaty should dominate recon- 
struction, and those who believed that die Wilsonian con- 
ceptioffis should be subordinate to those parts of the Treaty 
wnich showed the influence of that implacable reaUst, 
M, CJIcmenceau. This period ended in what seemed at 
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the time to be a peace setdemenc markedly in favour 
of the co-operative and League ideal. But, as will be 
shown, it was an armistice, not a settlement. We shall 
first examine the relationships between France, Germany 
and Great Britain, because it was in this infernal triangle 
that the war-aftcr-the-war raged most fiercely. The 
U.S.A. was trying hard to ignore European affairs 
during dhs period, and the course of events in Europe 
was determined in Paris, London and Berlin. Having 
taken the story of this triangular duel up to the years 
1925-26 we shall then consider the course of events in the 
remaining parts of the European continent. Amongst these 
will be found certain spccid and unique phenomena such 
as the beginnings of the Russian and Italian experiments 
of Communism and Fascism, and the peculiar incident of 
Turkey. These three episodes will be treated separately. 
Moving outwards from Europe we shall then describe the 
course of events in the world across the seas. We shall 
give some account of the foreign policies of the U.S.A., 
and of the evidence which hinted at the fact that whilst 
Europe struggled to recover from the fate of having been 
the battlefield of a world war die Pacific area was showing 
signs of becoming the arena of another great conflict. We 
sliall then investigate the progress of the evolution of that 
remarkable and unique pohncal experiment known as the 
British Commonwealth of Nations, an evolution profoundly 
influenced by the Great War in which the members of the ^ 
Empire had played important parts. 

All this accomplished, we shall find that at the end of the 
period now to be reviewed there is a coming together of 
consequences ; a sense of acliicvement ; an impression of 
climax. 

It will then be prudent to write down a second set of 
Sailing Directions upon which to set our course before 
embarking upon die hazardous passage to be covered in 
the later part of this volume, in which economic issues 
assert themselves viciously and violently in the form of a 
world economic crisis which bore fruit in the shape of the 
Great Slump. 
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THE INFERNAL TRIANGLE 

** Peace, Peace where rhere is no Peace.” — Jereniiaii vi. 14, 

“Now half appear’d 
the tawny lion, pawmg to get free 
His hinder parts.” Milton, Para^&st Lost. 

I. The clash of Policies 

I T was 1920. The Treaty of Versailles was in force; 

victorious Allied armies were marching through the 
beflagged streets of their capital cities ; grateful parliaments 
were voting substantial sums to generals and admirals who 
had not given themselves away or been given away in 
memoirs ; the Allied armies of occupation were settling 
down into their quarters on the Rhine ; business men were 
I revelling in the relaxation of war-time controls ; amateur 
I soldiers were demanding, sometimes in a mutinous manner, 
that they be demobilized ; Central Europe was in economic 
and political chaos; the Succession States were struggling 
to crystallize ; Russia was in the grip of the Bolshevik, and 
across the Atlantic the United States was drawing in her 
skirts and preparing to disassociate herself from the trouble- 
some affairs of Europe in order to concentrate upon her 
own business. Germany lay prostrate and the apparendy 
lifclest body had been stripped of its military apparel and 
clodied in hastily made, drab Republican garments. France 
had Won her war and was frightened at the possible 
consequences of her viaory since those who win 
great wars usually lose the peace. Turkey was . . . but 
there is no end to this catafogue unless one is brutal in 
suppression. 

What next ? 

Th^ Treaty of Versailles which came into force on 
January joth, 1920, and whose fashioning has been described 
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in the last chapter, set two groups of problems in front of 
the Allies. On the one hand the Treaty, and the three other 
treaties derived therefrom, made provision for the rearrange- 
ment of frontiers in Europe; for changes in the admini- 
stration and status of overseas colonics ; for the disarmament 
of the ex-enemy Powers ; the payment of reparations ; and 
by contrast the establishment of a League of Nations 
designed to be the instrument of a system of collective 
security and the centre of a reorganized and improved 
international society. These and similar matters raised 
problems calling for concerted action in many directions. 
They were problems which involved experiment with and 
operation upon the political and economic body of Europe, 
and particularly those limbs of the body inhabited by the 
peoples of the defeated nations. But side by side with 
these problems were matters of an urgent nature calling 
for immediate action. The Peace Treaties directed that 
certain things should be done to certain sovereign states 
and therefore assumed that these states would continue to 
exist while their vile bodies were denuded of kilograms 
of flesh. 

The action taken by the Supreme Economic Coundl, 
which held its first meeting on February 17th, 1919, to 
prop up the collapsing econoimc structures of the ex-enemy 
Powxrs and to reheve the intolerable pressure on the neutrals 
has been dealt with in Chapter III, and the work of salvage 
as contrasted with that of implementing the Treaty is omy 
mentioned again in the present chapter because the two tasks 
overlapped and were interconnected at every point. The 
labours of those engaged upon salvage and relief were 
necessarily influenced by the emergence in its final form of 
the Treaty of Versailles and its subsidiary treaties, wliilst the 
task of those responsible for applying the treaties was 
affcaed by the extent to which the salvage work succeeded 
in restoring order out of chaos. It is the application of the 
terms of the Treaty to Germany which wc shall now 
consider. 

Although the Treaty of Versailles had set up a number 
of bodies charged with the duty of supervising the execution 
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dT its terms, the pcrsoimcl of these commissiom were 
responsible to their governments and it was at once apparent 
that frequent meetings between the heads of the Allied states 
would be necessary to determine questions of high policy. 
Two diffia>lties were at once apparent. Firstly, me co- 
operation of the U.S.A. was lacking and yet it was impossible 
to ignore her existence if only for the reason that all 
the Allies were heavily in her debt. Secondly, the con- 
clusion of the War had also tenninated any formal 
alliance between France and Great Britain, and each govern- 
ment was henceforward free to punuc the policy which 
seemed best suited to its own ends. It may be objected 
that all the Allies were bound togedier by the Peace 
Treaties, but whilst this is true, it was soon discovered 
that these documents gave ample scope for differences 
of interpretation. From the very beginning of the 
Peace there existed a fiindamental divergence of policy 
between France and Great Britain, and although it was not 
for many months that subterranean simmerings burst forth 
into eruption, we shall summarize here and now the nature 
of this difference. 

The policy of France was more unyielding than that 
of Britain. It had two closely related objeas. First, 
to secure reparation for losses in the War, and, second, 
to keep the German nation in a helpless condition as 
long as possible. It was the opinion of the French Govern- 
ment that the Treaty of Versailles, strictly interpreted, 
was an instrument capable of achieving both those results, 
and therefore the Treaty assumed in French eyes the 
sanctity of Holy Writ. He who tampered with the 
Treaty was tampering witli the security of France, and 
France had suffered an agony so intense and enjoyed a 
rcvoige so sweet that she was determined to prevent a 
repetition of the former or a curtailment of the latter 
emotion. France was afraid. Assisted by the AlHcs she 
had laid low a nation numerically her superior, industrially 
and technically at least her equal; but across the Rhine 
her prostrate and unrepentant foe, as a prelude to staging 
a war of revenge, was apparently preparing to evade the 
ri4 
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pmaltics of defeat. At Paris, iti 1919, Clemcnceau tind^ 
pressure from Lloyd George and Wilson had been obliged 
CO modify French demanefi on Germany and in return he 
had been promised a treaty in which the English-speaking 
peoples were to have guaranteed the security of France. 
The withdrawal of the U.S.A. from European affairs^ 
caused diis vision to remain a dream and was one of the 
reasons why France subsequendy built up a series of military 
alliances with Czechoslovakia, Yugoslavia, Rumania (The 
Little Entente) ® and Poland, It seemed to France that 
these nations which, from a strategic point of view, stood 
like warders round the defeated Powers of Germany, 
Austria and Hungary, would naturally be anxious to stand 
by the Treaty of Versailles — a document wliich in the case 
of the Succession States was the birth certificate of their 
sovereign legitimacy. 

The British policy was — as it always has been — extremely 
flexible in detail and wider in its scope than diat of France. 
It was the policy of a World Power in contrast to that of a 
continental Power. As we shall sec later on in this book 
the characteristic feature of British policy during the 
post-War decade was to be a strenuous attempt to create 
a world system of political security and economic co- 
operation. The present chapter is concerned chiefly with 
the period covered by die years 1920-23, and the scene is 
Europe, During these years and in this area, the story of 
events, far too intricate to be even summarized in a book 
of this character, reveals a gradual reorientation of British 
policy away from the doctrine of close collaboration with 
France and towards the world outlook. For a short time, 
British public opinion, still under the influence of war 
hysteria, was in close support of the French thesis that the 
main object of policy should be the suppression of Germany, 
but by degrees die great commercial and financial interests 
in Britain, assisted by the uaditioiial English feeling diat 
war might be war but peace ought to be peace, asserted 
themselves. The Britisn Government found themselves 
progressively in die quandary of endeavouring to hold back 

^ See p. ai5>. “ Sec p. 19a, 


ns 



Oir Oum Tima 


the French without dishonouring the British signatures to 
the Peace Treaty. At the same time, the British were 
anxious to take care that Germany did not take advantage 
of the Franco-Biidsh rift to slip through that gap atid so 
avoid just and practical retribution. 

A word as to the German position. At the end of the 
War Germany was prostrate; the Socialist Republican 
Government was in extreme difficulty and faced with a 
rebellion (The Putsch of 1920), which it succeeded in 
putting down. The German policy during the period 
1920-23 was one of stubborn resistance to the terms of die 
Treaty which seemed to every German to be proved 
unjust, both by the method of its presentation and by 
the War guilt clause, which the Alhcs used as the mordl 
justification for the severity of the peace terms. More 
important from the point of view of German policy was 
the fact that much of the Treaty and most of its economic 
section contained provisions which were likely — if put into 
force — to cause the collapse of such pillars of the temple of 
western civilization as still remained standing. The Germans 
watched vridi hopeful eyes the growth of Fraiico-British 
differences and put up a rearguard action of delay, difficulty, 
procrastination, objections and defaults to the utmost hmits 
of their powers.^ 

The matter may be compared to a tug-of-war. From 
1914-21 the pull was along a straight rope at one end of 
which were France and Great Britain ; at the other, 
Germany. By 1921 the British had disentangled themselves 
from dicir position as the anchor-man at the end of the 
French side of the rope and the contest had become an 
infernal triangle of forces. A kuid of political variant of 
the famous duel in which Mr. Midshipman Easy took part. 
The two big (questions around which the pull took place 
were Reparations and German Disarmament. As regards 
the latter question, there were never any serious disagree- 

^ It was on November 8rh, 1923, tlujt a certain Austrian builder's laJx>urer— 
ofie Adolf Hitler by name — staged a coTnic-opera rebellion in Bavaria, declaring 
that tqmorrow will eidier find a NationabstJC Government in Germany or us 
dead.** He went to prison next day — ^but not to die. Instead he wrote his hook 
Mein Kampfj and dreamed strange dreams which came true. 
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wnts between French and British, nor, taking into con* 
sideradon the magnitude of the material to be dealt with 
and the unprecedented nature of die task of die Allied 
Commissions of Control, can it be said that die business was 
unduly hampered by German obstruction. Leaving aside 
the controversial question as to what is the correct definition 
of an “ armament ” in modern war, a question which the 
Treaty of Versailles affected to answer with great exactness, 
it is a fact that the disarmament of Germany as prescribed 
in the Treaty was expeditiously achieved. Some delay was 
found to be necessary in the early stages in order to make it 
possible for the new-born Republican Government to keep 
order in the country, but by the summer of 1922 the Naval 
Commission had completed its work.^ The Inter-Allied 
Air Commission was disbanded on 5th May, having dealt 
wnth 14,800 aeroplanes, 30,000 motors, 500 aeroplane 
hangars and airship sheds, 11 airships* and much plant. By 
March 1923 it was stated in the House of Commons that 
the military armaments of Germany liad been reduced 
so as to constitute effective disarmament — 30,000 guns, 
4,000,000 rifles, 100,000 machine-guns and 40,000,000 shells 
had been destroyed. The German army had been reduced 
to 100,000 long-service men. 

We come to Reparations. This complicated subject was 
to grow and spread and become entangled with war debts 
until, for ten years, it sat like an old man of the sea upon 
the back of the w^^rld's economy. It was also the subject 
which provided the main issue about which Fran co-British 
differences crystallized. The Treaty of Versailles was silent 
upon the question of the total amount to be paid by Germany 
in Reparations. It said that Germany was to make certain 
interim payments and that a Reparations Commission, 
representing Great Britain, France, Italy, the U.S.A., 
Belgium, Japan and Jugo-Slavia, was to examine and assess 
the sums due from Germany to make good the damage 

' The German submarine fleet had! been surrendered to the Allies at the 
Armtstice ; the High Seas Fleet was interned at Scapa Flow and subseaiiently 
sunk by its ovrii ships’ companies- It should be noted that, tedtnically, the 
High Seas Fleet never surrendered and die Germans were fully entitled to sink 
thdr ships. 
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cbue tmdcr ten hcadtogs. The Gcmism Government wfli« 
to be allowed to present its case, and by May ist, 1921, the 
Reparations Commission was to notify Germany of a 
Schedule of Payments, 

The Reparations Commission had therefore two tasks 
to perform in eighteen months: {a) Collect the interim 
payments in cash and kind to a vaJue of twenty milliard 
gold marks ; (h) Assess the grand total of Allied claims. 
It seemed possible in 1920 that (i) would never arise since 
the Allies had endeavoured to escape from their own 
difficulties in assessing reparations by writing a letter to 
Germany Qime 16th, 19x9) in which they proposed that 
Germany mould examine the damage she had caused and 
then make proposals of her own to meet the bill. 

The Germans did not take advantage of this offer, and 
by July 1920 the Allies found it convenient to invite die 
Gcmiam to meet them at Spa. At this conference, wliich 
also dealt with German disarmament and certain of the 
deliveries in kind (coal), the Allies agreed upon the ratio 
in which they would share out reparations amongst them- 
selves when the total was fixed and payments began to be 
made. They also rejected as utterly inadequate a German 
proposal for reparations which included a suggestion for the 
reconstruction of the devastated areas by an international 
syndicate of private capitalists, and a warning that unless 
the Allies were careful to relate their demands for “ cash 
payments,” to Germany’s financial capacity,^ “the rapid 
increase of the floating debt and of currency inflation 
would shofdy annihilate Germany’s entire capacity to pay.” 

In January 1921 the four principal Allied Powers and 
Belgium met in Paris to discuss Reparations and, ignoring 
a carefully worked out plan devised by Allied and German 
experts in December (die first attempt made to fix Repara- 
tions on the basis of “ capacity to pay ”), the Allies presented 
the Germans with a demand for two scries of forty-two 
aimiUties. The first series were to be fixed (after the first 
deveu payments) ^ at an annual sum of six milliard gold 

^ Schacht** speech, Aug. 30th, 19134. 

* These rose by stages from a milliards to 5 milltaids. 
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mark*. The second series was to consist of la per cent, 
of the annual value of German exports. The German 
Customs revenues were to be pledged to the service of 
Reparations, and various measures for the control by the 
Allies of the German economy were included. These 
demands — far in excess of those advanced in the experts* 
plan-created savage astonishment in Germany. Their 
severity can be explained by the fact that French pubUc 
opinion, convinced of the deccitfulness of Germany, 
was turning more and more to the view that it was 
fatal to negotiate with her traditional enemy and that 
it would be best to rely on the Treaty and the powers 
of the Reparations Commission as set forth in that 
document. 

This was, in fact, the next stage of the business, but 
first there was a conference in London (March ist, 1921) 
at which the Germans made counter-proposals and a fatal 
diplomatic blunder. Instead of putting up their own 
independent proposals — as they were entitled to do by the 
Allied letter of June i6tli, 1919 — they proceeded to take 
the Allied proposals and subject them to a scaling down 
which was breath-taking from the Alhcd point of view, 
especially as the extremely moderate sums which Dr. Simons 
felt Germany might be able to pay were made contingent 
upon a number of political concessions, such as earlier 
evacuation of the occupied area on the Rhine, the reten- 
tion of Upper Silesia by Germany and similar favours. 
The British and French Governments rallied together in 
the presence of such truculence (conditions on die home 
front in Germany at this time made it essential for Dr. 
Simons to be “ firm ”) and, after presenting Germany with 
a long list of her defaults in connection with die whole 
Treaty, the Allies informed Germany that unless she 
accepted the Paris proposals, sanctions would be put into 
force. 

The conference broke up. Three tow^ns on the edge of 
die Ruhr district were occupied by Allied troops ; a tax 
was imposed in Allied countries on aU German imports, 
and the custom receipts on the frontier between Germany 
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and ** occupied Germany ” were declared to be forfeit. 
The Gennans appealed to the Council of the League and 
to the U.S.A. against these sanctions whose legality was in 
fact very doubtful. The appeals were in vain. Neverthe- 
less, the Allies were in a difficulty since the Germans though 
being “ sanctioned ” were not showing any signs of accepting 
the Paris proposals. 

There was no alternative but to fall back on the procedure 
laid down in the Treaty and call upon the Reparations 
Commission to do its duty and state the bill for damages 
and claims on the Alhcd side. 

In anticipation of dhs event the Commission had been 
at work and had found their task bristling with difficulties — 
some of German, some of Allied origin — and by January 
1921 the Commission was in dispute concerning the question 
as to whether the interim payment of twenty milliards 
due by May ist had or had not been covered by payments 
in kind. 

On April 27th, 1921, the Reparations Commission an- 
nounced that it had decided unanimously to fix at 
132 milhards marks (gold) ^ the amoimt of the damage for 
which reparation was due from Germany.** The Allied 
Govenimcnts then presented a schedule of payments to 
Gennany and an ultimatum in which the principal threat 
was that of an occupation of the Ruhr valley on May 12th. 
On May iith, no withstanding a political crisis in Germany, 
a ministry was formed just in time to accept the ultimatum. 


2. The Parting of the Ways 

The last-minute acceptance by the German Government 
of the Allied ultimatum on May nth, 1921 marked the 
beginning of the second phase of the Reparations question : 
a phase which lasted until January nth, 1923, upon which 

* Oi*e hundred and thirty-two milliards marks gold represented £6^00 million. 
In their jcounter-proposals when the Peace Treaty was handed to them at Versailles 

the Geflmaos liad offered to pay ao milliards in cash and 80 milliards in goods 
and services, from wliich were to be deducted various credits sudfj as the value 
of all state property in ceded temtory. 
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cktc the French Government took independent action 
against Germany by occupying the Ruhr basin. 

This second phase was marked by a growing deterioration 
in the German economic situation, and a growing divergence 
between French and British policies. The triangular tug- 
of-war previously mentioned was taking shape. During the 
first few months of the period now under review all went 
well as regards German payments of the first mstalment 
as laid down in the Schedule of Payments set forth by the 
Reparations Commission. The principal event was a 
dispute between the Allies about the di\dsion of the spoils 
and an objection by Great Britain to an arrangement 
France had made with Germany concerning deliveries in 
kind. (The Wiesbaden Agreement, October 6t}i, 1921.) 
It W'as claimed by Great Britain that this agreement gave 
France a priority of payments to which she was not entitled. 
By the autumn of 1921 a danger signal was flying in the 
shape of the depreciation of the mark. The Germans had 
vehemently declared that the Schedule of Payments was 
far beyond their capacity and could only result in cata- 
strophic inflation. In July 1921, the mark on London 
(par of exchange, 20 marks to ^i) stood at 279. In August 
it was 305 ; in September, 399 ; and in November it had 
fallen to 1910 to the fj. 

It seemed probable that the instalments for 1922 would 
nor be forthcoming since they had to be dchvered in foreign 
currencies. Towards the close of the year die Reparations 
Commission visited Berlin and urged die German Govern- 
ment to make every effort to secure the necessary foreign 
exchange. This counsel of perfection did not and could 
not prevent the (krmans from armoimcing that they would 
be in substantial default on die payments due in the spring 
of 1922. 

The British Prime Minister (Mr. Lloyd George), felt 
that the time was now ripe to hfr the whole Reparations 
question on to the higher plane of European recon- 
struction, both political and economic. It was suggested 
by Great Britain — at the Cannes conference (January 
6th to 13 th, 1922) — that a great European economic con- 
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fcrencc (to which Russia and the cx-<nemy Powers must 
be invited) should be held at Genoa ; that French security 
should be guaranteed by an obligation on the part of Great 
Britain to defend France in the event of German aggression 
and that Reparations should be reviewed in a realistic 
manner in the light of these two proposals, and of Germany’s 
capacity to pay. 

To die British the fundamental purpose of the Cannes 
conference was to launch a co-operative political and 
economic movement in Europe, In Mr. Lloyd George’s 
words at the opening of the conference A united effort 
of the stronger Powers is necessary to remedy the paralysis 
of the European system/’ ^ This wide outlook on the 
part of Great Britain immediately caused grave trouble for 
the French Premier, Monsieur Briand. The latter was, in 
fact, arguing with Mr. Lloyd George that the security 
guarantee must be reciprocal and must be accompanied 
by a convention between the general staffs, when he was 
abruptly recalled to Paris by die French President and 
arrived there under deep suspicion that the wily Lloyd 
George was persuading him to sacrifice the vital interests 
of France on the altar of British policy. In vain M. Briand 
protested that he was holding the fort, even though he 
had been given a lesson in golf by the British Premier. 
His goveniment was overthrown and the implacable 
M, Poincar^ ^ took his place. 

The Cannes conference broke up in confusion and the 
oudook for Alhcd co-operauon darkened appreciably. 

The Genoa conference (April loth to May 19th) had 
already been fixed and was duly held. It failed to fulfil 
the high hopes originally placed in it and was chiefly 
notable for (i) the treaty of Rapallo, concluded — to 
the intense irritation of the Allies — between Russia and 
Germany outside the conference room; (2) a complete 

* British White Paper (Crod. 1621 of 1922). Eleven years later the British 
GoVetttment was saying the same tiling about tlie world at the World Economic 
Conlcrcnce of London. 

* M, Poincari had succeeded the Cailkux ministry in France in 191a. Tlie 
Cailiauic government had been pursuing a policy of friendship widi Germany, 
As soon as Poincar^ came into power he b^an to encourage Russia’s forward 
policy iii the Balkans, (See the Isvolsky dispatches.) 
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<itsagreemcnt between Great Britain and France upon the 
question of relationship with Soviet Russia, With the 
collapse of the Genoa conference there disappeared, for 
the time being, the chances of success of the British policy 
of reinterpreting the Treaty of Versailles in terms of the 
wider issue of European, if not world, reconstruction. 
The initiative passed to M. Poincar^, whose attitude was 
made plain in a speech delivered in the devastated areas at 
Bar-le-Duc on April 24th, 1922. In tins oration M. Poincar6, 
after stating that by May 31st, Germany would be under 
an obligation to submit her finances to inter-Allied control, 
said that, if she refused to do so and if the Reparations 
Commission declared her to be in default then it would be 
necessary for coercive action to be taken. M. Poincar^ 
added pointedly, that though it would be “ infinitely 
desirable for the Allies to agree in this matter, yet eacn 

interested nation ’* was by the Treaty permitted to take 
independent action and if needs be : ‘ we will defend 
the French cause in complete independence and we 
will not let fall one of tlic weapons given to us by 
the Treaty.” The supervision of German finances men- 
tioned by M. Poincare was part of the price imposed 
upon Germany by the Reparations Commission in 
return for a partial moratorium on tlie 1922 Schedule 
of Payments. 

The complicated process of establishing a daily system of 
supervision over Cierman finance was hardly moving when 
a communication was received from the German Govern- 
ment stating that a financial catastrophe in Germany was 
imminent and that with a rapidly depreciating exchange^ 
it was impossible to purchase die requisite sums of foreign 
currency. The Germans demanded a moratorium up to 

1925. 

An Allied meeting was held in London to consider the 
situation but only revealed wide differences between French 
and British ; the former proposing extensive inroads upon 
German economic life, the latter doing all they could to 

' The mark on London in July 1921 was ai77» in August 4676 to die £1 ; it 
jfoU to j$,ooo by the end of the year. 
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moderate Frmcli demands and give Germany a moratorium 
on reasonable terms. 

The issue was handed back to the Reparations Commission, 
in which body the same national division of opinion took 
place. 

In November 1922 the German Government, fortified by 
a pessimistic report on the economic state of Germany pre- 
pared by a distinguished body of unofficial experts, made 
proposals to the Allies. These included a moratorium for 
three or four years, foreign credits, and the removal of 
restrictions on German trade. 

Another conference of Allies was held in London to 
discuss these proposals, but it foundered upon the rock- 
like immobility of M. Poincare’s resistance to any con- 
cessions unaccompanied by “ productive guarantees.” 
It was decided to transfer the discussion to Paris, but, 
before this materialized, French policy manifested itself 
with unmistakable emphasis upon the Reparations 
Commission. M. Poincard had demanded ” productive 
guarantees,” such as the seizure and exploitation of the 
Prussian state mines in the Ruhr, the appropriation of 
60 per cent, of the capital of certain German dye-stuff 
factories and so forth, as the price of a moratorium for 
Germany. 

The Treaty of Versailles provided for ” sanctions ” on 
Germany in the event of default in reparations, but up to 
December 1922 the Reparations Commission had not 
formally declared Germany to be in “ wilful default.” 
At a meeting of the Commission held on December 26th, 
1922, the French representative, M. Barthou, moved that 
Germany was in default. TcchnicaUy he was correct, 
since at that moment, apart from the wider issues of the 
large payments of which Germany had already been granted 
a provisional moratorium pending the Allied decisions, 
Germany was a few weeks behind time in some small 
deliveries of timber. The British representative. Sir John 
Bradbury, ridiculed the notion that the nature of this 
technical default was of any material imponance. He 
described it as almost microscopic ” and tore aside the 
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veil of make-believe in order to reveal the real purpose of 
the French resolution. Sir John said : 

“ This trumpery accusation was oidy before the 
Commission ... as a preparation for an offensive in 
other fields. Since, in tnc tenth year of the war, Troy 
fell to the stratagem of the wooden horse, history recorded 
no similar use of timber. The situation was at present 
somewhat different ; it was the fifth year of the Peace, 
and the city under attack was not Troy but Essen.’' ^ 

Notwithstanduu^ the efforts of the British delegate to 
torpedo the French design, the Commission by three votes 
(France, Belgium and Italy) to one pronounced Germany 
to be “ in default.” 

When the Allied Conference reassembled in Paris on 
January 2nd, M. Poincare had got liis verdict from the jury 
and demanded judgment. l ie laid on the table a document 
outlining the French view of what die sentence should be 
It was countered by a British document and a glance at 
die two proposals showed the whole world that the parting 
of the ways between Britain and France had been reached. 
The British insisted that it was essential to fix the German 
liabilities once and for all ; that they must be within 
her capacity to pay and that foreign interference into her 
economic life — as demanded by France — could only still 
further aggravate Germany’s critical condition. Mr. Bonar 
Law — Conservative Prime Minister of Great Britain since 
the collapse of Mr. Lloyd George’s Coalirion Government 
in 1922 — said to M. Poincare: 

“ You can try to get your money, and a small amount 
it will be in any case. You can try' by seizing what 
you can get your hand on now, but you cannot do die 
two tilings. You caimot at the same time seize what 
you can get and leave German credit a chance of 
recovciy^” 

^ Quoted by Arnold Toynbee in The Surrey of International Affair^^ 1920-25, 
PP* 
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The mpm9e was complete. On Tanuary 4tfa His Majesty^! 
Government “ regretted extremely that there should be 
an irreconcilable difference of opinion on a subject so 
serious/* The Government of the French Republic ** deeply 
regret their inability to agree with the Britim Government 
on those serious questions/* Mr. Bonar Law returned to 
London ; on January loth the American army of occupation 
was recalled from the Rhine and on the nth the French 


and Belgian troops began to enter the Ruhr basin. The 
rate of exchange of the mark on London on January lath 
was 49»ooo to the On January i8th it was 115,000 M 


An armed France, with her Belgian ancillary, and a 
disarmed Germany were left alone in the ring for the 
next round in the seemingly eternal conflict between the 
peoples east and west of the Rhme. 


5. The Bailiffs take Possession 

The independent dcbt-eollccting inaugurated by the 
Franco-Belgian occupadoii of the Ruhr opened die third 
phase in the story of Reparanons and created some- 
thing closely resembling a state of war between those 
Powers and Germany. It lasted from January nth to 
September 27th, 1923. The Germans were physically 
incapable of resisting what was in effect an invasion of one 
of the key areas of me economic life of their country. The 
conemtration of economic wealth in the Ruhr basin was 
quite exceptional. Though the territory is only sixt^^ 
miles long and thirty miles broad, it is estimated diat at 
the time of these events 80 per cent, of Gcrmany*s coal, 
80 per cent, of her steel and pig-iron producaon, and 70 per 
cent, of her goods and mineral traffic arose from the Ruhr, 
whilst 10 per cent, of the total population of Germany 
dwelt ill the area. 

The French plan was to .set up a commission (M.I.C.U.M.)^ 
with instructions to take the necessary steps so to control 
the activities of the Ruhr coal syndicate that the requisite 

^ Mission lnte»Ui6e Controle des Usmet et des Mines. 
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quantities of coal should be delivered as reparations. 
Tht German Government accepted the challenge, declared 
chat the invasion was a breach of the Treaty of Versailles, 
partook of the nature of “ military action,*’ was a grave 
infringement of German sovereignty and one which the 
German Reich would resist to the best of its ability. The 
resistance took the form of (a) Prohibiting all German 
citizens from rendering any assistance to the invaders; 
(b) guaranteeing financial assistance to any German citizen 
who lost his means of livelihood through obeying the 
injunction to resist passively. These instructions from 
Berlin met with a ready compliance from the inhabitants 
of the Ruhr w’ho refused to have any dealings with the 
Allied officials. German officials acted as if the invaders 
were noii'-existent ; post offices, telephone exchanges, 
newspapers and establishments of all kinds flatly refused to 
have any dealings vnth “ die enemy.” 

The invaders retaliated by screwing up the severity of 
dieir administration in the Ruhr and by making life still 
more unpleasant for German residents in the occupied 
areas in the Rhineland to the south. Outrages were com- 
mitted upon both sides and several hundred Allied 
soldiers and German soldiers were killed. The state of 
violence was similar to that existing in Ireland in 1921 
when the British auxiliary police (the Black and Tans) 
were engaged in guerilla warfare against the Sinn Fein 
party.^ 

Approximately 150,000 German citizens were expelled 
from the Ruhr, often at the shortest notice, no time being 
given to the victims in which to remove their property. 
A rigid censorship was enforced; pubhc buildings and 
private property were seized and the Ruhr was cut on from 
the motner-country. The French and Belgians administered 
the customs and eventually were forced to take over coal 
mines and import over 12,000 railway men in an attempt to 
work one of the most intricate traffic systems in the world. 
The German railway staff numbered 170,000 in normal 
times. 

^ See pp. 147-8. 
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The whole world watched with breathless md fascinated 
attention dns terrible struggle between armed France and 
disarmed Germany, between a France tortured by anxiety 
for her future security and a Germany convinced that 
every month she could hold out brought her an accession 
of world sympathy. The pressure on the German economic 
system was devastating. The rate of exchange of the mark 
on London crashed from about 100,000 to the during 

the spring of 1923 to about 15,000,000 to die during 

dac autumn. 

At last in the autumn the German Government sur- 
raidercd and withdrew its support from the passive 
resistance movement. On the material side the French had 
gained a Pyrrhic victory, for the franc slumped during 
1923 from 67 to 90 to the and the ruin of Germany’s 
credit had necessarily made it more lui likely than ever that 
Germany would be able to pay reparations on the scale 
laid down in die Schedule of Payments, payments which 
France had already discounted in supplementary budgets 
for the restoration of the devastated areas. 

Morally, France was well satisfied. She had seen Germany 
brought to heel at Versailles in 1919 and forced to sign a 
treaty calculated to keep her in subjection for an indefinite 
period. Four years later, in 1923, France had proved 
that Germany was still at her mercy. The Treaty 
worked. 

It would have needed a prophet of great vision — and be 
would have had no honour in Paris and not much in London 
— to foresee that one of the long-term results of this adven- 
ture into the Ruhr was to administer a fatal check to any 
chance there may have been of the new-born republic 
establishing itself in post-War Germany, and that the 
foundations of the Nari movement were being laid during 
thes<^ months of German suffering and humiliation. 

Though the French had broken the wdl-powcr of Ger- 
many in general and the inhabitants of the Ruhr in 
particular, the question of reparations was in complete 
con^ion and it was evident that a further consideration of 
this jproblem was essential. 
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Here a reference must be made to an enterprise of a 
pardcukrly scandalous nature, undertaken by tne French 
towards the end of 1923. This was the so-called “ Separatist 
Movement ” which the French financed and stage-managed 
in the German provinces west of the Rhine, so as to set 
up a buflfer state under French influence between France 
and Germany.^ 

Although the British Government had profoundly dis- 
approved of the French adventure in the Ruhr, they had 
not ceased to consider what could be done to solve the 
intricate problem of reparations in a manner which would 
meet the just claims of the Allies and yet be economically 
possible to Germany. During the summer of 1923 Lord 
Curzon (British Secretary of State for Foreign Affairs) and 
M. Poincar^ conducted a long-range bombardment of each 
other with diplomatic notes which did nothing to ease 
the tension between the two governments. However, tliis 
Anglo-French diplomatic duel was not the only important 
correspondence entering and leaving the British Foreign 
Office during 1923. The British Government reached 
the conclusion during the autumn (immediately after the 
surrender of the German Government to France on the 

Q uestion of supporting passive resistance in the Ruhr) that 
le only way to lift the whole matter of Reparations out 
of the atmosphere of German-French hatreds was to per- 
suade the U.S.A, to co-operate in finding some solution. 
Correspondence began between Washington and London 
and the Americans seemed ready to assist, provided that 
by such action they were not to be officially involved in 
European political questions. It so happened that at this 
time, for reasons which will be dealt with elsewhere,® 


^ An account, fully documented, of tile almost unbelievable behaviour of the 
French Government in tlic r6le of agent-provocateur can be read m the Surv^ 

Intermuoml y^airsf 1914, pp. 300 et jieq, Cf. Japan's action in Manchukuo 
in 1933. 

One of Clemenccau’s proposals at Versailles had been tiie establislimcnt of an 
independent Republic on the Rhine. 

* Tile reaaons were (e) the settlement of the quarrel bettveeii Great Britain 
and ihe Irish, the success of the Washington Naval Disarmament Con- 
feience, (c) die first setdcmcni of the War Debt between Great Britain and the 
U.SJL 
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rdatioas between the United States and Great Britain were 
tjcceptionally cordial and the British were able to make 
good use ot their ability to understand European and speak 
American. 

M. Poincar( 5 *s face had been saved by the abandonment 
of passive resistance in die Ruhr, and the hard facts of the 
economic chaos in Germany and his own hopelessly 
unbalanced budget were left on the table. In these cir- 
cumstances he found himself able to agree to the notion 
that some experts under the leadership of the American 
General Dawes should examine Germany’s capacity to pay 
both immediately and in the near future. 

The Committee duly reported and presented the Dawes 
Plan. Its extreme importance was that it lifted the Repara- 
tions question out of politics and put it into economics. 

“The standpoint adopted has been that of business 
and not politics ... the recovery of debt, not the 
imposition of penalties, has been sought. . . . The 
payment of that debt by Gcnnany is her necessary 
contribution to repairing the damage of the War. . . . 
The reconstruction of Germany is not an end in itself; 
it is only part of the larger problem of the reconstruction 
of Europe, . . . Guarantees proposed arc economic, not 
political.’' 

The above extracts from the official summary of die 
Plan indicate the attitude of its audiors towards the Repara- 
tions question and it was this attitude which ivas reflected 
in tlicdr detailed proposals. 


4. Peace at Last 

The Dawes Plan provided for a five-year sequence of 
annuities covering the whole of Germany*s treaty obligations 
except the service of the Dawes Loan. The armuities were 
to rise from 1000 million gold marks in 1924-25 to 2500 
million in 1928-29. It was intended that <^ter 1928-29 
dicy should be modified in two ways. Firsdy, by a supple- 
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mcntary payment based on an index of prosperity, and 
secondly, the amount of both the standard annuity and die 
supplement was to vary with any appreciable change in 
the purchasing power of gold. To relieve the immediate 
crisis a Dawes Loan was floated to cover the first annuity, 
subscribers being given as security control of the state 
r;ulways and the Rcichsbank, and the debtors assuming 
the responsibility for transforming the reparadon payments 
into foreign currencies. The chief drawbacks of the scheme 
were that it left the total amount of German obligations 
undefined and the date of the final annuity payment 
undetermined. The arrangement for varying the nominal 
burden of the German debt if world prices changed (so 
as to keep the real debt burden the same) was an extremely 
interesting and important innovation. Unfortunately it 
was not incorporated in the Young Plan which replaced 
and modified dhe Dawes Plan in 1929.^ 

It remained to incorporate die Dawes Plan into a pohtical 
agreement to wliich three bodies had to be parties, viz.: 
The Allies, the Germans and the Reparations Commission. 
These cornpHcated negotiations were successfully achieved 
at a conference in London (August 1924) which was notable 
as being the first iiitcmational gathering at which Allies 
and cx-cncmies had shown a real desire to co-operate in 
search of mutually satisfactory solutions to common 
problems. 

By the end of 1924 the French and Belgians had left the 
Ruhr, the Dawes Plan was in operation, and the inter- 
national loan to Germany (part of the Plan) had been 
heavily over-subscribed in die money markets of the 
world. 

The man in the street beHeved that he had heard the 
last of Reparations and was wearily preparing to face up 
to the apparently separate question of Inter-Alhed War 
Debts. Responsible opinion was under no such delusions and 
looked upon the Dawes scheme as but a temporary measure 


^ This particular provision of tlie Dawes scheme may yet prove to be an 
impoitautit precesdent if, and when, international lending is resumed on a large 
icak. 
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designed to give the w<)rld breadiing smc< for a few years, 
during w}ii<^ public opimcm coula recdve additional 
education in the elements of international economic 
problems. Nevertheless, if part of the economic aftermath 
of the War had been temporarily put into cold storage, the 
great political problem of international security remained 
unsolved, and with its existence was bound up the whole 
question of disarmament and the future of the League. It 
seemed to the British Government that at the core of this 
question lay the matter of Franco-German relations. In 
me good atmosphere created by the acceptance of the 
Dawes scheme tnc time seemed ripe to tackle tliis great 
issue. Moreover, in France, Germany and Great Britain, it 
so happened that at the end of 1924 tlirec governments of 
the Left were in power. 

The French people in the elections of May 1924, having 
come to the conclusion that M. Poincare’s policy of force 
against Germany had not been very satisfactory, dismissed 
him. M. Herriot, a Radical, became Prime Minister in his 
stead. In Great Britain there had also been general elections 
and a Socialist Labour Government under Mr. Ramsay 
MacDonald was in office. It was a minority Government 
dependent on Liberal support. The Conservative Govern- 
ment of Mr. Baldwin was defeated because it fought the 
election on the proposal of tariffs for Great Britain, and at 
that time the British still clung tenaciously to the Free 
Trade doctiine. The German Foreign Minister at this 
time was Dr. Stresemann, a statesman who had reached 
the Conclusion that the best course for his country was that 
of “ a policy of fulfthncnt,” of trying to fulfil the terms of 
the peace treaties in the hope of thereby gaining the friend- 
ship and respect of the victorious Powers and so penuading 
them gradually to revise the treaties. The British Govern- 
ment ^ took the iniriative, and the year 1925 was marked 
in Biiropc by the efforts of the British to construct a 
framework which, whilst acceptable to British opinion, and 
this meant a limit to the degrees of overseas commitments, 

^ The 6r8t tabout Government had lost office in November 1914 and had been 
tuoceetdied by a Conservative administration. 
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would Yct give France dkat sense of sccinity for which she 
yearned, and to Germany some measure of that sense of 
equality amongst cquak for lack of wliich she remained a 
pathological case. 

After long negotiations a series of treaties was signed 
in London on December ist, 1925. These arc the l^carao 
Treaties.^ The French Prime Minister (Briand) said of 
them : ** Wc are now only Buropeans.” Stresemann, for 
Germany, said the same thing. The British Foreign 
Secretary (Austen Chamberlain) said “ These treaties are 
the real dividing line between the War years and those 
of peace. The treaties were officially described as being 
intended to “ preserve the nations concerned from the 
scourge of war and to provide for the peaceful settlement 
of disputes.” Their main features consisted of a promise 
by Great Britain and Italy to come to the assistance of 
France if attacked by Germany, and of Germany if 
attacked by France. Furthermore, Germany promised to 
be content for ever with her western frontier as settled 
by the Treaty and not to go to war to alter her eastern 
frontier. 

So ended 1925 and the first five years of attempts at 
peace. They ended on a note of hope. The Dawes scheme 
for the payment of reparations by Germany had been 
accepted by all concerned and a great international loan 
had been made to Germany to enable her to put her finances 
in order as a preparation to making reparation payments. 
It was understood that Germany would shortly be invited 
to become a member of the League.* Gennany had sat 
at the Locarno Conference as an equal amongst Great 
Powers and she had the promises of Great Britain and Italy 
that they would protect her from attack by France. France 
was once more on good tenns with Great Britain and saw 
a reasonable hope of getting some substantial reparations 
out of Gennany. She had the satisfaction of a solemn 
promise by Germany to the effect that the latter would never 


^ See p. 175 for furtfier particulars. They were not ratified by the British 
Dominions and were denounced by Germany in May 193d. 

® She was admitted on September Sth, 1926. 
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try to regain Alsacc-Xorrainc and she had a promise by 
Great Britain and Italy that if Germany broke her word 
and attacked France, these two states would declare war on 
Germany. 

It seemed to Englishmen that they had gone a long way to 
meet French fears and that a real peace might begin, for 
surely France must now feel secure. 



CHAPTER VI 


SOVIET RUSSIA, 1919 TO I925-26 

“ A tittle leaven leavenetii the whole lump/^ — ^Galatians v. 9. 

T he importance of Russia in the story of our own times 
lies m the fact, that by a strange combination of circum- 
stances it came to be the destiny of the Russian people to 
provide the faith of Communism with that outward and 
visible body witliout which there may be faith, but there 
will be no Socialistic works. 

Russia and the R.ussians were to be to Marxism what 
the Arabs had been to the teachings of Mohammed, what, 
up to the Reformation, the Church of Rome had been to 
the Christian religion ; what die people and government 
of Great Britain had been during the nineteenth century to 
the teachings of Adam Smith, and the doctrines of economic 
and political hberalism. 

Smcc the “ works ” or “ outward and visible signs ** of 
the spirit of Communism, that is to say, the framework 
through which the ideals of Communism can be achieved, 
of necessity entails some form of elaborate state control of 
economic life — planning as we call it in 1934 — the 
appointment by Providence (or, as some prefer to say, the 
clccdon by Satan) of the Russians as the racial material 
for this experiment is a great and abiding mystery. It is 
interesting to speculate as to what might have occurred if it 
had been Germany and the methodical, painstaking, scientific 
Teuton into whose hands and to whose care the spirit of 
Communism had confided its destinies at the beginning 
of the twentieth century. 

But what is Communism ? Some answer must be given 
to this question before we can understand what happened 
in Russia between the Revolution of 1917 and the period 
1925-26. and why it happened. 
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1. The Faith 

Communism^ like every other religion or faith, and 
^ Communism very obviously is a faith and not merely an 
intellectual concept, can be considered from, two points of 
view : its object and its method of attaining that object. The 
object of Communism is to create a society in which there 
will be no classes and no private ownership of the means 
of production. Property, by which word is meant all 
the capital needed as the means of production and dis- 
tribution, is not to belong to or be controlled by private 
individuals, but is to be owned by the state as representing 
the whole community.^ The production and distribution 
I of wealth is to be governed by the formula “ From each 
I according to his abilities ; to each according to liis needs.” 
Furthermore, this state of society is to be universal. 

So far, dicrc is no difference between the ideal of Com- 
munism and that of Socialism, but when we examine the 
methods by which Communism insists that a property and 
class society is to be changed into a propertyless and classless 
society, a fundamental gulf yawns between Communists 
and Socialists. The latter believe that the change can be 
brought about gradually and in an evolutionary manner; 
the Communists insist that the change must begin with 
revolution, since the working class must seize power from 
the capitalists who own and control the means of production, 
and whose influence dictates the action of the state. Here, 
perhaps, is the place to emphasize the fact that the Com- 
munist regards tne Social Democrat (Socialist of the Second 
International, e.g. British Labour Party) with particular dis- 
like, The crime of the Socialist from die Communist point 
of view is that the former is perpetually blurring the issue 
in the class war. 

The Communist argues that if the Socialist obtains 
political power and makes a business-like but constitutional 
attack on capitalism in order to bring about Socialism in 

* The constitution of expressly recognixed the ngbt of a Communist to 
own It limited amount of pdvate property. But in the same document the word 

needs ** was signiBcandy altered to ” labour.*' 
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<m own time* the capitalist will at once cotmtcract by 
unconstitutional means and destroy the Socialists. If on 
the other hand the Socialists adopt Fabian tactics and pin 
thdr hopes to the inevitability of gradualncss, such a process 
will merely add to the number of petit bourgeois^ or small 
capitalists. This will create a body of persons who have 
much more to lose than their chains and soon become as 
hostile to the demands of the proletariat {property4ess 
men) as any multi-millionaire. To Communists, the 
Socialist is a perfect example of the man who wants to 
have his cake and cat it. But, it may be argued, why 
should the Socialists be destroyed? Because — replies the 
Communist — quite apart from the natural advantages which 
arc likely to be available to the capitalists, i.e. the control of 
wealth, of the Press, of broadcasting, and of the fighting 
services, the Socialists enter the struggle with one hand 
ded behind their backs, since being by dednidon “ evolu- 
tionaries,” they cannot use revoludonary methods against 
the capitalist forces. “ But supposing/' we may imagine 
Sir Stafford Cripps saying, “ faced widi unconstitutional 
resistance to the policies of a Labour govermnent by (say) 
tlie banks in Great Britain, I take strong acdon, such as 
Icgisladon by emergency decree ? ” ** Then," replies the 

Communist, " you arc behaving as a Communist, that is 
to say, you are taking revoludonary acdon and you might 
as well go the whole hog and set up a Council of Safety 
and hang a few bankers in front of the Mansion House. 
Such action will save time and show you mean business.” 
It is important to reaUzc that Communists do not call for 
revolution because they think that there is anything 
particularly attractive or pleasant in violence. The Inquisi- 
tion did not rack heretical bodies and deliver its victims 
to the secular arm for consignment to the flames because 
the Inquisition loved torture. It loved truth, It tortured 
in search of truth, and if heresy was found, bodies were 
destroyed to save souls. Similarly the Communist seeks to 
destroy Capitalism in order that Marxism shall arise from 
the ashes. Man must be freed from the degrading incubus ! 
of his capitalist institutions. 
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It may be asked, why do the Commtmists assert wiA 
such vigour that a revolution is indispensable ? 

Modem forms of the Communist doctrine — foere have, 
of course, been many ** Communist ” societies since the 
earliest times-— ^trace their origin mainly to the works of 
Karl Marx. This German Jew, bom at Trier in i8i8, 
migrated to Britain in 1849, between which date and his 
death in 1883 he lived in poverty in Soho, and spent much 
of his time working in the library of the British Museum. 
His best-known works are Capital and the Manifesto of the 
Communist Party (written in collaboration with Engels). In 
these and other writuigs his doctrines take shape. 

Marx’s thought centres around two fundamental con- 
ceptions. The first is the Materialist Concepcion of History, 
This theory may be summarized as follows : at any given 
period in history society has certain economic resources at 
its command, and it will be organized in such a way as to 
give power and authority to those who control these 
resources. At any given period in the history of the world 
the opinions believed to be true, the nature of the organiza- 
tions in existence, in short, the general type and character of 
the period, are determined by the manner in which wealth is 
produced and distributed. For example, those who believe 
in the materialist conception of history would explain the 
Great War not as a struggle of Democracy versus Autocracy, 
but as the result of the struggle between capitalist powers 
for world markets and raw materials,/ Karl Marx said : 
“ In broad outline, we can designate the Asiatic, the Ancient, 
the feudal and the modem methods of production as so 
many epochs in the progress of the economic formation 
of society. The bourgeois relations of production are the 
least antagonistic form of die social process of production — 
antagonistic not in the sense of individual antagonism, but 
of one arising from conditions surrounding die life of 
individuals in society; at the same time, the productive 
forces developing in Ac womb of bourgeois society create 
Ac material conditions for Ac solution of that antagonism. 
This sodal formation constitutes, Aercforc, Ae closing 
chapter of Ac prehistoric stage of human society.*** 
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Thus there is a process of movement : every economic 
organization develops, and in due course every dominating 
class calk forth its counterpart which will seize power. 
Class changes tend to lag benind economic changes, but in 
due course the time arrives for another class to take over. 

The second fundamental doctrine of Marx was that of 
surplus value.^ All wealth is created through labour, and 
labour alone. But the instruments of production are in the 
hands of a small class of capitalists. These are able to impose 
their own terms on those who work ; die labourer receives 
only a proportion of what he produces ; the surplus goes 
to the capitalists. 

This doctrine is alleged to be important because of the 
emphasis it lays on the conflict of interests between diose 
who own and those who produce. Labour and capital 
must always be in opposite camps, their interests pulling 
away from each other. Hence the class war. 

These two doctrines combine to point the way to future 
development. Capitalism will crystallize and then — ^if we 
may mix the metaphors — ^when the fruit is ripe the pro- 
letariat will seize power. This will be a rcvolimonary 
change, for the property-owning class will never voluntarily 
dispossess themselves. It is impossible for the capitalist 
state — ^according to die Marxian theory — to be anything 
else than the creature of the bourgeois class. Power must 
be seized by force. 

One may sum up the strategy of Communism by saying 
that it aims at creating by all possible means a revolurionary 
situation whilst taking care to have ready a well-organized, 
blindly obedient, revolutionary party ready to seize power 
at the appropriate moment, and to set up a dictatorship in 
the name of the proletariat. It is important to note that it 
1$ cxplicidy stated in Communist cfoctrinc that the final 
Communistic or Socialistic society will not come into 
existence at the revolution. The first stage is that of 
diaatorsliip, and only then wiU the Communist Party be 

^ Marx*s economic doctnnes are open to serious criticism, and tiiough they 
provide a convenient expianatiun of the class war, they are not fundamental to 
Communissii. 
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in a position to siet about the task of creating the proletarian 
state. Pure lOo per cent. Socialism will not at first be seen, 
since society will still be tainted with the marks of the old 
order. This period of transition is one in which, to use 
Rousseau’s phrase, the Communist ** forces the majority 
to be free.” ^ 

It is significant that to Marx this revolution was to be an 
international alfair. He himself established in London in 
1864, the International Working Men’s Association (First 
International),^ but it collapsed seven years later. In 1871, 
during die Franco-Prussian War, a commune in Paris was 
set up by the French section of the Communist Party, but 
after great bloodslicd the commune was suppressed. This 
international aspect of Communism is, as we have seen 
and as we shall see again, of considerable importance as we 
survey the happenings in Russia in post-revolutionary years. 

But when we come to apply the Communist analysis to 
Russia we are at once faced with a striking paradox. Pre- 
War Russia was for several reasons the last country in which 
the revolution should have begun. Only very partially 
industrialized, it was above all things a peasant state run on 
almost feudal lines. According to the Marxian hypothesis, 
the fruit should ripen and the proletariat pluck it when the 
time came; in Russia there was very little fiiiit and such 
as there was looked suspiciously unripe. 

We must now consider why a revolution occurred in 
Russia, and why, when the revolution did occur, it opened 
the way to the seizure by Communists of the machinery 
of the Russian state. 

2. Russia in Revolution 

In March 1917, the Allies were startled — if not entirely 
surprised — to hear that the Tsar had been forced to abdicate. 
The Russian Revolution liad begun. 

^ Hie Scrand (or Socialist Psirty) Intemarional was first foraied in *899. It* 
cmscitiietan from it^. It colJapsedI in 1914 into two section*, pro- and 
aaOti-«wS(lr. It was revived in 19*0. From the jSiarxian point of view me Second 
is hopelessly bourgeois and as much use to the proletariat as a 
snidf at the cork of a whisky botue is to a dipsomaniac, 
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The idea of revolution in connection with Russia was not 
an unfamiliar one to the Western world. There had been 
an abortive attempt at revolution in 1906 after Russia's 
defeat by Japan ; at various times before the War there had 
been outrages and political unrest. But criticism of the 
illiberal tendencies of the Tsar and his Government had 
more or less ceased in Great Britain when, with the outbreak 
of war, Russia the bugbear had become Russia the Ally. 
To the general public in Great Britain tlic events of Mar^ 
1917 came as a rude awakening, but the immediate reaction 
of a government-supervised Press was to reassure the public 
that all would be for the best. It was tactfully pointed out 
that since Russia had now become “ truly democratic," it 
was permissible to observe that there had been something 
rather unsatisfactory in the fact that one of the chief AlKcs 
on tlic side of Freedom and Democracy in the war against 
Autocracy and Mihtarism had been the reactionary govern- 
ment of Tsarist Russia. 

There were several elements which made for revolution 
inside the Russian political and economic structure. Perhaps 
most conspicuous was the gulf which divided peasants and 
landowners. The Russian peasant was not far removed 
from serfdom. He was f^fficially freed in 1861, The village 
community round which his activities centred was so 
organized tliat the productivity of land was low ; in many 
of these communities the land was redistributed among 
the peasants at regular intervals in true mediseval fashion, the 
benefits arising from different families sharing in turn the 
good bits and the bad, being more than neutralized by their 
unwillingness to develop thoroughly land which would 
pass to some other family in an ensuing year. Generally 
speaking, methods of cultivation and standards of living 
alike were low, and in many parts of Russia there was a 
definite shortage of land for the peasants* needs. To some 
extent the peasants would eke out their own meagre 
earnings by working at certain seasons for the neighbouring 
landowner. The efficiently cultivated land was all in the 
hands of the land-owning class, and provided the vivid 
contrast of riches and poverty. Here was one source of 
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dissatisfaction, based on a primitive instinct and owing 
little to current theories of revolution. 

The second source of revolution was to be found in the 
towns. Industrial development, though it wore in Russia 
a somewhat exotic air, had been rapid in the last few years 
before the War. A large part of these manufacturing 
developments owed their origin to foreigii-owned capital, 
especially French capital. These industries were concen- 
trated in a few of the large towns. With them there had 
inevitably ^own up a proletariat, strongly influenced by 
currents of political drought. But industrialized Russia 
was only a very small part of the whole picture, the most 
striking aspect of which was the absence of a middle class. 
It is this absence of a middle class which has given to Russian 
revolution so different a colour from revolution elsewhere. 

The third source of revolution lay in the War. The 
Russian army was war weary, and natural dissatisfaction 
was heightened by rumours of treachery in high places. 
This dissatisfaction with the War was an incentive to 
revolution, and was one of the connecting links between 
the theories of the Communists and their seizure of power 
in Russia. 

In a letter dated April 1917 from Moscow, where he 
was then hiding, Vladimir Lenin, a lifelong revolutionary, 
laid down four conditions for a successful revolution. 
They were : 

(1) The machinery of government must be in dissolution. 

(2) There must be a revolutionary class determined to 

take advantage of the collapse of government. 

(3) A revolutionary partjr to lead the class. 

(4) An autocratic chief in the revolutionary party. 

In Russia in 1917 the first condition was fulfilled. As 
regards the second, the position was peculiar. In theory 
this revolutionary class should have been an industrializea 
proletariat, but this was lacking (hence the presumed 
improbability of Russia being the first home of Com- 
munism through revolution according to Marx). But 
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there were the peasants, and in his pamphlet, The Agrarian 
Programmes of Social Democracy, written before the War, 
Lenin pointed out that the “ peasants were ready to fly at 
the throat of tlic landlords and to strangle them.” It was 
therefore the land hunger of the landless peasants which was 
available as the motive power for revolution. As we shall 
have occasion to see later on, the necessity of using the 
peasant class in order to satisfy Clause (2) of the conditions 
for successful revolution was to create an extremely awkward 
dilemma for the Communist Party. As regards Clause (3), 
the revolutionary party in Russia was well organized and 
had been through the fire of an unsuccessful revolution in 
1905-06. Finally, the fourth condition was satisfied in the 
person of Lenin, one of the most remarkable human beings 
of any age. Lenin’s real name was Vladimir Ilyich Ulyanov, 
and though he died at the early age of fifty-three, “ he also 
found time, like Peter the Great, to turn Russia upside-down 
first and to give the whole world a shock into the bargain.” ^ 
Michael Farbmaim has sketched Lenin’s personality and 
the reason for his hold over the popular imagination.® 

“ For thirty years he had been consumed by a desire 
to make and to participate in the Revolution of the 
working class. . , . This craving to lead the Revolution 
in Ins lifetime is the goveniing characteristic of Lenin. 
But with him it is not an egotistical longing for im- 
mortality, a desire to go down in liistory. In that respect 
Lenin differs greatly from Trotsky, who is always peering 
into the mirror of time. With Lenin it is a longing to 
express his personahty in action and to sec the dream of 
his life realized. 

“ Lenin’s personal ambitions arc singularly modest* In 
appearance and manner he is quite simple and unremark- 
able. A nobleman by birth, he has a typical middle-class 
appearance. There are multitudes of just his type in the 
south-east of Russia and in the Urals. The only thing 

^ Arnold Toynbee in a broadcast talk, February ist, 1933. See his series of 
talks in The Listener for an extremely suggestive interpretation of the present- 
day Russian revolution in terms of that inaugurated by Peter the Great. 

* Boishevism in Retreat, Chap. Ill, p. yi et seg. M. Farbmann. 
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which is remarkable about his face is his prominent eyes, 
which, slanting though they arc, are remarkably arresting. 
His vitality and determination arc the man’s real 
qualities. . . . 

“ Lenin’s weakness, which is also his strength, consists 
in the fact that he is abnormally narrow in his outlook. 
Whole spheres of human activity, such as those of religion, 
aesthetics, and philosophy, liave no interest for him. 
Even of sociology, there are many gaps in his interest. 
He is dominatea by one preconceived idea, that of 
revolution and of the class-war. Tliis concentration of 
will and intellect gives him a * punch ’ and a driving 
power which, in the opinion of all who have heard 
him speak, render him an immensely effective platform 
orator. 

“ It is significant that everyone who listens to Lenin’s 
speeches gets this impression of dominating physical force. 
Gorki says of him : ‘ Lenin speaks with an iron tongue, 
with the logic of an axe. His speech is a hammer which 
smashes relendessly all obstacles.’ A Frenchman once 
remarked : ’ Lenin is a guillotine that thinks.’ ‘ Lenin,’ 
says another Russian, ‘ repeats and chews over his argu- 
ments, and bores you; but all the time he is welding 
you to him.’ ” 

The Bolsheviks ^ did not launch the revolution in Russia. 
It began as a Sociahst affair, a constitutional hberalizing 
of the autocratic administration. 

The critical internal situation in Russia caused the Tsarist 
regime to reopen the Duma in November 1916. The 
Sturmcr ministry, faced by the united opposition of 
the grand dukes, the Duma, and the populace, resigned. 
There followed three months of obscure intrigues during 
which dbc most notable event was the murder of Rasputin, 
an occurrence revealing the complete isolation of the 
Imperial Court. The Tsar at one time contemplated a 

* The ** Bolsheviks were tlie majority in the Russian Marxist party wherein 
they were tjpposed by the " Mensheviks (dte minority) who were in favour 
of a demoemtic ot^anization inside the revolutionary party. The Bolsheviks 
capOired the party machine at a conference hdM in London in lyoj. 
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military advance on Petrograd, but such a course wa» 
defeated by the opposition of die grand dukes and the 
generals, who requested the Duma to form a Provisional 
Govenimcnt as a preliminary to the summoning of a 
constituent assembly. The Provisional Government— in 
which Kerensky was successively Minister of Justice, Minister 
of War and in July 1917, Prime Minister — was formed in 
March 1917. But by this time the capital was in the hands 
of the mob. On March 12th, following upon serious 
noting in which the troops had fired on the mob, the 
Volnyhian Regiment of the Guard went over to the people 
and seized the arsenal. 

On March 1 5th the Tsar, after being induced to abdicate 
in favour of the Grand Duke Michael, was put under arrest 
and sent to Siberia. 

On April 15 th Lenin arrived from Switzerland, the 
German general staff having made special arrangements for 
his transit across Germany in the hope that he would cause 
trouble on the home front in Russia. Trotsky returned from 
Canada a few days later. 

Meanwhile the Provisional Government was endeavouring 
simultaneously to wage war on its frontiers and to formulate 
a constitution at home. “ Long before the destruction of 
the Tsarist regime on March 12th, 1917, the army at the 
front had developed acute indications of disintegration. By 
January 1917 more than a million deserters were roaming 
about in the rear of the army.” ^ The Constituent Assembly, 
elected on the basis of universal suffrage, consisted of a mass 
of peasants which was quite beyond the control of the 
small group of experienced politicians. The Assembly 
was agmw with fraternal sentiments (one of its acts was to 
abolish the death penalty in the midst of a world war !) 
and full of optimism. It debated everything, from the 
conduct of die War to the redistribution of agrarian land, 
thereby arousing the apprehensions of the “ revolutionary ” 
grand dukes and generals. Outside the walls of this 
enthusiastic debating society Lenin and Trotsky were 
setting to work on other lines. As against Kerensky’s 

^ Kerensky in tlie Ntw York Ttm^r, May aand, X9a7* 
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sincete desire to honour Russia’s obhgatiom to her European 
Allies, Lenin preached an immediate termination of hostilities. 
Whilst the Constituent Assembly was trying to draw 
up measures for the redistribution of land, Lenin advanced 
the far more popular precept that the land should be seized 
forthwith by the peasants. 

The doctrines of Lenin spread like wildfire. An abortive 
Bolshevik rising took place on July 17th, but failed owing 
to the prompt action of the Preobrazhensky Regiment. 
Trotsky was arrested and Lenin went into hiding. 

Meanwhile, Kerensky was making an effort to continue 
the War. On July ist, in his capacity of War Minister, 
and backed principally by the officers of the army and the 
Czech legion, he personally supervised the launching of an 
offensive on the south-western front. I summon you 
not to a feast, but death,” said Kerensky to the Russian 
army. The response of the troops was desertion en masse. 
As Lenin put it : “ The army voted for peace with its legs.” 
The advance was soon checked, and shortly afterwards came 
the news of the rout at Tamopol. There followed a period 
in which the aristocratic party, apprehensive of the socialistic 
measures of the Assembly and strongly disapproving of 
the abohtion of the death penalty, made an attempt under 
the leadership of Kornilov, then Commandcr-in-Chicf, to 
seize control of the reins of government. He was defeated 
and die Red Guard was formed. Kerensky, forced to seek 
support from die forces of the Left, released the Bolshevik 
leaders from prison. 

In November 1917, the Bolsheviks, led by Lenin and 
Trotsky, having secured control of the Red Guard and the 
Soviet (Council of Soldiers and Workmen) in St. Peters- 
burg, deemed the time ripe for the overtlirow of the Social 
DcmocTats and the inauguration of a real red revolution. 
They promised the people “ peace ! land ! bread ! ” and 
put forward the slogan of ” All Power to the Soviets.” 

The day after the Bolsheviks seized power (November 
8th, 1917) they issued general peace proposals and suggested 
“ an equitable and democratic peace . . . without annexa- 
tions and without the paymait of indemnities.” 
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Apart from the personal defects of the leaders of the 
moderates, of whom only the name of Kerensky is sdll 
remembered, the position of any Socialist Party in Russia 
was hopeless because there was no foundation in the social 
structure of Russia upon which it could rest. The absence 
of a strong middle-class element made the position of any 
“ liberal ” government almost untenable. To succeed, it 
would have had to produce a strong personality and either 
secure a quick and overwhelming victory in the War or 
make peace without delay. In any case, the internal 
condition of Russia would have soon forced such a govern- 
ment to drop 95 per cent, of its liberalism. The Red 
Revolution was rapidly successful and Kerensky was forced 
to fly the country. There was very little fighting. 

As soon as the Communists were in the saddle they set 
about making peace with Germany, and it is interesting to 
notice that helpless though they were in a military sense 
in negotiating with Germany at Brest-Litovsk, the Russians 
resisted to their utmost the expansionist demands of Ger- 
many. During the first stage of the Brest-Litovsk con- 
ference, which opened on December 22nd, the Bolsheviks 
behaved in a manner which was as baffling as it was irritating 
to the Germans, The Bolsheviks took every opportunity 
to spin out the proceedings whilst conducting a vigorous 
campaign of Communist propaganda. It was a battle of 
words, and Trotsky was usually victorious in these dialectical 
contests. At last, on February loth, the Germans, who were 
desperately anxious to make peace in the East so as to 
release troops for use on the Western Front, broke oflf 
negotiations and began to invade Russia. 

Then began a desperate argument in the Central Com- 
mittee of the Communist Party. Should the German terms 
be accepted — and they were violent and severe, involving 
great losses of territory to Russia — or should an attempt be 
made to fight a revolutionary war? A majority, led by 
Lenin, advocated bowing to the inevitable. Lenin had 
said : “ Germany is only pregnant with Revolution, but 
here in Russia a perfeedy healthy child, the Socialist 
Republic, has already been boni, and we may kill it if we 

147 



Our Own Tims 


ftart a war/’ Biddiariti led the opposition, but was out- 
voted, On March ist the Russians returned to Brest- 
litovsk and accepted the German terms. Before and 
during these negotiations the Russians had appealed for 
stmport to the AlHcs, and it must always remain a matter 
of opinion whether, if that cry for help had been answered, 
much strife and violence might not have been avoided. 
Then, if ever, was the chance to keep New Russia within 
the family of nations. There can be little doubt that 
at about this time numerous circumstances combined 
to make peace seem possible. Both the Alhes and the 
Central Powers were in grave difficulties and sick with 
war-weariness. Moreover, such a peace would have been 
a peace between equals, in which case the subsequent history 
of Our Own Times would have been very different. But 
the chance was lost, and the Bolshevik appeal for a general 
peace conference evoked no response, except from Germany, 
although Trotsky had specifically asked the Allied repre- 
sentatives in Petrograd whether or not they wished to 
attend the peace conference which was to open at Brest- 
litovsk. 

“ On the other hand, the Allies were naturally suspicious 
of these overtures on the part of a Government determined 
at all costs to make peace with Germany as a prelude to 
fomenting a world revolution, wliich would necessarily 
mean the overthrow of the capitalist system in London, 
Paris and Rome. For, it cannot be too strongly insisted 
that at this time the Russian Communists regarded die 
seizure of power in Russia as only a first step in the bringing 
about of a world dictatorship of the proletariat expressed 
in a series of communist republics linked togedier by the 
steel backbone of the Communist Party and its organ, the 
then projected Third International. To the Russian Com- 
munists of 1918 tliis vision was as real and immediate as 
was the second coming of Our Lord to the early Christian 
Fadicrs-^ 

In 1918 the capitalist Allies decided upon a policy of no 

^ The invasion of Poland (see Chapter IX) was a military part of the crusade 
to spread Communism. 
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compromise with Communism, and Russia went into the 
wilderness for many years.^ As we shall see later in diis 
study, there were signs at the close of Our Own Times 
that the theoreticaUy impossible compromise between 
Capitalism and Communism could, and would, be brought 
about. 

Having — at a heavy price — ^rid themselves of the menace 
of Germany, the Russian Communists were free to em- 
bark upon their mission, which was of a twofold character : 
to spread world revolution, and to reorganize and consoli- 
date the Russian base which was to be the centre for the 
dissemination of Communism. In 1919 Lenin founded the 
Third International to co-ordinate the activities of the 
Communist Party branches in foreign countries, and 
generally to issue instructions for the fomenting of the 
proletarian revolution. 

In summary these instructions consist in taking every 
opportunity of detaching the working classes from the 
influence of the Sociahst Party by outbidding the latter in 
promises of economic and poUtical reforms. Another line 
of attack is to seduce the allegiance of the armed forces, 
since these are in the ulamate resort die chief support of 
capitahst society. 

The first task of the Communist Party, i.e. the spread of 
world revolution, was soon found to be overshadowed by 
the imperative need of attending to the many difficulties 
in home affairs. A civil war was in full swing and the 
enemies of the new regime were being financed and assisted 
by the Alhes. The extent of the help given by the capitahst 
states to the various “ White Russian factions varied 
considerably. France — much concerned for the amount of 
French capital which had been lent to Tsarist Russia — and 
Great Britain were the foremost supporters of the anti- 
Reds ; Japan was ostensibly giving support to the W'hites 
in Eastern Siberia ; in fact she was hoping to take advantage 
of the confused situation in order to extend her influence 

^ An additional reason for Allied non-recognition of the Soviets was tliat 
the “ White ** Russians were still in control of the Ukraine and the Allies were 
most anxious to prevent the Germans mitigating the effects of the blockade by 
obtaining access to the wheat fields in this part of Russia. 
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m that part of the world. The “ White Russian campaigns 
against the Bolsheviks were conducted on dirce fronts. 
^^om Siberia by Koltchak ; from the Black Sea area and the 
South by Generals Wrangel and Denikin, and by an Allied 
expedition from Archangel. The Allied support, chiefly 
in the form of money, munitions and staff, was weakened 
by acute jealousies between the Allies and by the faa 
that all the Allied forces were war-weary,^ and public 
opinion at home did not want adventures in Russia. The 
White Russian leaders were hopelessly divided amongst 
themselves and were armouncing aims which varied from 
a restoration of the Tsar® to tlie establishment of some 
kind of Social Democratic republic. In many cases the 
White Russian hberators during their invasion of “ Red 
Russia treated the population with a ferocity which 
equalled any frightfuhicss of which the Bolsheviks had been 
guilty. The Bolsheviks on the other hand were in control 
of such central administration of Russia as still existed, 
were crystal clear in their purpose, and were able to claim 
that in resisting the Whites they were defending Russia 
from the tools of foreign Powers. Most important of all, 
they had announced the abolition of private property and 
the nationahzation of the land.® To the millions of land- 
hungry peasants this had been interpreted as sanction to 
appropriate the estates of their landlords, an action wliich 
they carried out with extraordinary speed. The doctrines 
of Karl Marx meant nothing to the peasants, but they did 
feel that the victory of the Whites would endanger their 
recently acquired ownership of land. 

By 1921 the counter-revolutionary efforts had been 
defeated and die civil war was over. The various White 
generals had been either shot or fled die country; the 
Allies had decided to leave Russia to stew in her own 
juice and pinned their hopes on the pohey of establishing 
a ring fence between Communist Russia and Capitalist 
Europe,^ 

^ At Se\'astopol French men-of-war hoisted the red flag and Allied commanders 
were in constant alarm, lest their forces be contaminated by Communism. 

* Murdered with his family at Ekaterinburg in July 1918. 

• Decrifte of Novenubcr 8th, 1917, * See Chapter IX. 
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Freed from the menace of external attack the way seemed 
clear to the Bolsheviks for the establishment of Communism 
in Russia when suddenly a formidable obstacle presented 
itself. The revolution, by causing land to pass into the 
hands of the peasants, had almost overnight transformed 
80 per cent, of the population of Russia into petit 
bourgeois — small capitahsts! Here was a fine state of 
affairs. No power on earth, not even Lenin, was capable 
of convincing the peasants of the need of immediately 
sociaUzing their newly acquired land. The urban population 
might draw spiritual sustenance from the doctrines of Karl 
Marx, but for their material food they were dependent on 
the Russian agriculturist, who in 1921 produced practically 
the entire wealth of the country. In addition to this failure 
to impose Communism upon the new class of peasant 
capitalist, a hastily conceived attempt to introduce practical 
Communism into industrial hfe by workers’ councils in 
control of factories, abolition of money, and the prohibition 
of all private trading, proved a dismal fiasco. The attempt 
to establish Communism with great rapidity by obhterating 
private property and sociahzing industry was doomed to 
failure. The peasants had no conception of Communism as 
such. They wanted more land and seized more land, much 
of which they were unable to work efficiently. When the 
government attempted to levy grain for the needs of the 
towns there were violent outbreaks and the area sown to 
wheat decreased sharply. In the meantime the output of 
factories was dwindhng away, and famine on an enormous 
scale ensued, a famine made more terrible by the collapse 
of an already half-wrecked and worn-out transport system. 
Something had to be done, and quickly. 

3. N.E,P. 

It is a proof of tlie genius of Lenin that he did what was 
necessary, what was inevitable. He rode roughshod oyer 
the opposition inside “ The Party,” even though his decision 
was eventually to mean (1927-29) the loss and exile of the 
military genius of Trotsky, who was passionately attached 
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to die ideals of world revolution. In 1921 Lenin announced 
the New Economic Policy. Hard facts always outweighed 
theoretical considerations of political philosophy in the 
brain of the Secretary of the Communist Party. The 
hardest of all these facts, and it was both political and 
economic, was the fact diat though the million and a half 
zealots of the Communist Party were in control of Russia, 
80 per cent, of their subjects had become land-owning 
capitalists. Where was the proletariat declared essential by 
Karl Marx? It was only to be found in the towns, and 
without the product of the peasant the towns would become 
a howling wilderness, and then farewell to the dictatorship 
of the Party. The materialistic conception of history had 
been turned upside down. Ideas and Power had preceded 
economic form instead of (as prophesied by Marx) suc- 
ceeding them. The only way out was to socialize the 
peasant, but this was bound to be a long process even if 
pressure and compulsion were applied to the victim up to 
the extreme limit of safety. In the meanwhile breathing- 
space was needed whilst plans w’-ere being made for the 
purpose of creating an economic social structure in Russia 
which would be a suitable foundation for Communistic 
practice. The New Economic Policy gave breathing-space. 
It was a definite concession to those elements which Com- 
munism intended to eradicate. Instead of grain levies the 
peasants were to pay their taxes in kind, but that duty 
performed, they were to be free to sell their produce as tlicy 
thought best. In the towns private dealers were to be 
allowed side by side with the industnes of the state. The 
class war was to be relaxed, and private enterprise invited 
to play its part in restoring the situation. 

It woula be unfair to the reputation of Lenin to say that 
he suddenly changed his mind. As early as 1918 he had 
been conscious of the dangerous position that was arising, 
though the march of events seemed to prevent anything 
being done. He defended the N.E.P. on the ground of 
expediency. It was a retreat, but it must be a disciplined 
retreat with a view to securing advance later on. “ When 
an army/’ he said, “is retreating discipline must be a 
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hundred times greater than during an offensive, for then 
all ranks compete in pushmg forward. But if during a 
retreat everyone were to begin to compete in pushing 
backward that would be ruin, inevitable and immediate. . . . ’ 
“ The Communist,’* he said, “ has much to learn. We 
must understand this simple diing — that in a new and 
unusually difficult task we must learn to begin anew again 
and again. If one start has led you into a blmd alley, begin 
again, re-do the work ten times; but attain your end, 
don’t be self-important, don’t pride yourself on being 
a Communist and no such diing as that non-party com- 
mercial clerk; he may be a White (there is even no 
doubt he is a White), but he knows his job . . . and you 
do not.” * 

The New Economic Policy was not an immediate 
success. But in time its effects were far-reaching. It did 
give Russia an opportunity to restore her productive 
resources, and it was the only remedy for a disastrous 
situation. Unpopular as it was bound to prove amongst all 
good Communists, it represented a necessary compromise. 
As it was, the forces of communal effort and of private enter- 
prise were both harnessed to the task of restoring economic 
activity. 

Certain aspects of industry naturally enough came within 
the province of die state, and consequendy the development 
of the heavy industries was left in charge of state trusts. 
But in two respects private enterprise came to the fore at 
once. In the villages the peasants were encouraged to do 
their utmost to increase production by being left with some 
of the reward of their labour. As a result there grew up 
a class of kulaks, peasants, richer and more successful than 
their neighbours. Thus in the villages a division between 
richer and poorer once more began to assert itself. 

In the towns the province in which private enterprise 
flourished most was that of the dealer. To balance the 
kulaks, there came the “ Nepmen,” who made their money 
by being merchants and retailers on a small scale. Here, too, 
class distinctions were once more coming into evidence, 

^ Quoted by D. S. Mirski, Lenin^ pp. 184-86. 
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a source of dismay to the good Communist, but a useful 
force in promoting economic activity. Revival was taking 
place though, as part of its price, Comniimist ideals were to 
some extent receding. 

On January 2 1st, 1924, Lenin died, and Russia was left 
without its great leader. During his lifetime he had been 
a momentous force ; after his death* he was to exercise the 
power of a departed prophet on those that came after him 
and to become the personification of all that was good and 
wise in the Revolution which he had helped to bring about. 

There seems little doubt that he fully deserves his hold 
on the imagination of the New Russia which he did so 
much to bring into the world. He was a realist and a doer 
at a rime when talk w^as common and thought-out action 
very rare. His personality was such that he had been able to 
unite the Revolution under his leadership at a critical period. 
Always single-minded in liis ideas, he had worked for the 
dictatorship of the proletariat, and had brought that dictator- 
ship into being. He held fast to his principles and never 
lost his chances. He knew his destiny. 

And yet it was his supreme merit that his mind was 
flexible. N.E.P. must have been a bitter pill to swallowfor all 
those who looked for quick progress towards a Communist 
ideal ; but Lenin — unyielding as he was by temperament — 
saw the dangers that would follow from any attempt to mis- 
take the shadow for the substance. Had there been no civil 
war tlic period of recuperation might have begun sooner; 
as it was, as soon as tlie War days were over, he threw all 
his weight in favour of relaxing the restrictions on private 
trade tetli in die towns and diroughout the countryside. 
More com and more goods was the result. And at the 
same time he was always insisting on the importance of 
developing heavy industry and especially of electrification.^ 
He was the creator of Russian planning as well as of N.E.P. 
He was one of the great men of Our Own Times. 

There is perhaps one flaw to be found in his realism. 
Brought up in me Marxian tradition, he seems to have 
thought, to begin with, of revolution in tenns of world 

^ Communism = the Soviets and electrification (JLEmN). 
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revolution and not of Russian revolution.^ He might 
have been able to stop Trotsky’s unwise invasion of Poland. 
He might have succeeded in bringing the Civil War to 
an earlier end had he been willing to persuade the Great 
Powers that he was primarily concerned with revolution 
in Russia and not with revolution in the world at large. 
Foreign capital would have been of enormous assistance 
to Russia at that stage. But he was unable to arrange a 
modus vivendi with the other Powers — and in part at least 
this must have been due to his belief in the imminence of 
world revolution. In this, as in certain other respects, he 
was not unlike St. Paul. 

Agreements of sorts were reached with the other Great 
Powers after Lenin’s death. On February 2nd, 1924, Great 
Britain recognized the U.S.S.R. ; by the beginning of 
1925, all important countries, with the exception of that 
citadel of private enterprise and prosperity, the United 
States of America, had recognized the new state.^ 

Thus by 1926 the Revolution had established itself. 
Economic activity had been restored to a standard reasonable 
for Russia but hardly so for any Western European country. 
The currency — there had been bad inflation, though it 
had never reached the heights achieved in Germany — ^had 
been restored without any foreign assistance. And in 1926 
the plans for development in the heavy industries were 
going ahead; it is symbolic that on May i6th, the day on 
wliich the construction of the first tractor works was 
begun in Leningrad, a hydro-electric station was opened 
in Erivan. 

But two glaring contrasts remained. Witliin Russia 
private traders existed side by side with enterprises of the 
state, and although these “ Nepmen ” only existed on 
sufferance they served to emphasize class distinctions in a 
society committed to becoming classless ; and in the world 


^ A complete victory of a Socialist revolution is untliinkable in any one 
country. It retj[uires at least tiie co-operation of several advanced countries, and 
Russia is not one of them (Lenin). 

* By the beginning of 1924 six European Powers had recognized Russia ; at 
the end of tltc year mis numh^r was fifteen and included all the European Great 

Powers. 
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as a whole, Communist Russia cadsted by the side of the 
capitalist states. 

What of World Revolution e This dream was steadily 
becoming more dreamlike and intangible as conditions in 
Europe became more stable. More and more when the 
activities of the Third International interfered witli the 
plans of the Soviet Government (especially their plans for 
trade with capitalist Powers), it was the former which were 
dwrown on the scrap-heap. By 1925-26 — ^the end of the 
period we are discussing, when Stalin had succeeded Lenin 
as Secretary of the Party — ^it was clear that whilst not 
abandoning in principle their duty of promoting the class 
war and Communism in all parts of the world by Third 
International propaganda,^ the main thrust of all die efforts 
and activities of those who controlled the destinies of 
Russia was directed towards the reorganization on the home 
front. They hoped that by appl^g under collective 
control the methods of mass production to the development 
of Russia’s agricultural and mineral resources they would 
succeed in time in creating a model Socialist state. They 
hoped that the contrast between the prosperity of such a 
state and the poverty prevalent in the richest of capitaUst 
states would be the most effective form of Socialist 
propaganda.^ 

The tactics selected for the fulfilment of these objectives 
involved planning on an enormous and unprecedented 
scale, and the story of Russia during Our Own Times now 
becomes the story of tliis remarkable experiment in the 
state control of economic hfe. The conrinuation of this 
story will be found in Volume II, and wc shall conclude 
this first part of our account of New Russia with a note on 
the Soviet system of government. 

^ E,gf Bolshevik activities in China, 1926, under Borodin, a man of genius. 

* Trotsky was die leader of die Left V^'ing Communists, who declared that 
this policy was a damnable retreat from the proper Communist policy of world 
revolution), and would result in the ultimate failure of Marxism in Russia. A 
«ha^ struggle within the party resulted in a victory for Stalm and die expulsion 
of Trotsky from Russia. During the Treason Trials and Purges,” which took 
place between 1936 and 1938, ” Trotskyism ” became synonymous with con- 
spiracy aj^ainst Stabn. 
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4. The Soviet System ^ 

The Russian political organization is based on a devolution 
of powers combined with a dictatorship of the faithful. 

“ Since the time of the formation of the Soviet 
Republics, the states of the world have divided into two 
camps : the camp of Capitalism and the camp of 
Socialism. 

“ There — in the camp of Capitalism — are national 
enmity and inequality, colonial slavery and chauvinism, 
national oppression and pogroms, imperialistic brutalities 
and wars. 

“ Here — ^in the camp of Socialism — are mutual con- 
fidence and peace, national freedom and equality, a 
dwelling together in peace and the brotherly collaboration 
of peoples.” 

This quotation is from the first section of the constitution, 
passed at a meeting of the Central Executive Committee 
of the Union of Socialist Soviet Republics on July 6th, 
1923. It lays down tliat Russia is a federal state in which 
the most important powers, such as foreign policy, foreign 
trade, defence, and economic planning are exercised by the 
Central Government. The local governments have con- 
siderable autonomy in such matters as social services. 
“ Each united rejjublic retains the right of free withdrawal 
from the Union. ’ 

The supreme organ of authority is the Congress of 
Soviets, and between meetings of the Congress, power is 
exercised by the Central Executive Committee. The 
Congress of Soviets is composed of representatives of town 
and township Soviets on the basis of one Deputy for each 
25,000 of the population. The Presidium of the Central 
Executive Committee of die U.S.S.R. is the supreme 
legislative, executive and administrative organ between 
sessions of the Central Executive Committee. Based on 
this organization are various Councils and People’s Com- 
missariats which correspond to the ministries in capital states. 
Such a constitution seems most unwieldy, but in fact it 

» A note on the alterations to this system, made in 193^, will be found on p. 1 59. 

157 



Om Own Times 


gains all its power from the Communist Party wliich in 
reality is the driving force behind modern Russia. The 
Communist Party is composed of a picked body of people. 
Its total membership, including candidates, was 1,852,090 
on January ist, 1930. Periodical purges are carried out to 
ensure that undesirable members and those who have not 
justified themselves do not remain in the Party. Over 
100,000 persons were expelled in die purge of 1930. It 
is noteworthy that the peasants, although they form the 
bulk of the population in Russia, form only a small pro- 
portion of the membership of the Party. Less than 15 per 
cent, are women. There is great freedom of discussion 
and criticism widiin “ The Party ” when a policy is being 
selected, but once “ the general Hue ” or “ particular line 
has been settled, complete obedience to the policy is essential. 
Members of the Party arc recruited from the Young 
Communist League, wliich in 1934 had a membership of 
about 6,000,000. 

The members of the Party hold all responsible offices 
and control the political situation throughout the Union. 
Stalin holds his present position (1938) because he is General 
Secretary of the Central Committee of the Communist 
Party. Thus is die dictatorship of the proletariat achieved 
and, for certain purposes, an apparently loose and unwieldy 
political organization is made exceedingly effective. 

The Red Army is responsible for die external defence 
of the Revolution, internal security is in the hands of the 
O.G.p.U. (the State Political Department).^ This formidable 
body is All-Russian in its powers and is largely a secret 
police used for detecting counter-revolutionary activities and 
generally controlling the internal political situation. 

In the last resort the Communist Party is in control in 
Russia because the majority of Russians, especially the 
younger generation, want it to be there, and want it 
to do what it is doing. Two million people cannot 
dominate 170 millions for two decades against the will of 
this great majority. As we shall see in Chapter XXVIll, 
both the external and internal policies of the Bolsheviks 

^ Its title was dianged in October 19J5 to '* Security Department.” 
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liavc been limited and conditioned in practice, on the one 
hand by the need of Socialist Russia for commercial and 
political relationships with the capitalist states in the 
world of which she is a part ; on the other by the need 
of not over-antagonizing the peasant. During the first 
post-War decade the developments in Russia aroused 
furious controversy in capitalist countries. Some saw in 
Russia a new heaven on an old earth, others believed Soviet 
Russia to be hell incarnate. News from Russia was en- 
veloped in a cloud of prejudice and propaganda for and 
against the Bolshevik regime. Many years will have to 
pass before these matters can be discussed with the detach- 
ment proper to the consideration of revolutionary changes 
in the affairs of man. 

THE CONSTITUTION OF 1936 

NOTE ADDED IN 1938 

It is convenient at this point to give a brief resume of the new Constitution 
of the U.S.S.R., a subject w'hidi, for reasons of space, has had to be omitted 
from later chapters of tiiis book. 

As Soviet Russia approached its 2ot}i Anniversary [1937] the time w'as con- 
sidered npe for constitutional rcfoims reflecting the clianges w’hich were alleged 
to have taken place in the social structure. 'Fhe bourgeois class had been liqui- 
dated ; individual peasants and artisans represented only 5’6 per cent, of die 
population as compared with 65-1 per cent, in 1913; collectivized peasants and 
artisans amounted in 1937 to 15*5 per cent., and industrial workmen and employees 
represented 34-7 per cent. I'lie word “ Proletariat ” was therefore eliminated 
from the constitution, and “ workmen, peasants and intellectuals ” were now 
declared to be “equal citizens of the Soviet state" {Pravda^ June 12th, 1936). 
This conception was reHecied in the provisions for a new^ electoral system, w'hich, 
in addition to being secret and universal, gave equal representation to town and 
country constituencies. The old “ Congress of Soviets " w'as replaced by a 
“ Supreme Council," consisting of a “ Council of Union " and a “ Council of 
Nationalities, " to be elected every four years. The Supreme Council nominates 
the members of the “ Presidium,” an executive body with wide powers. 

The Communist Party remains the sole party and continues to control the 
workings of the organs of government. In addition, the constitution strictly 
defines the property rights of individuals, co-operatives and the State, and 
guarantees liberty of conscience, of speech, of the Press, and of Assembly, subject 
to the proviso that such liberties are to be used “ In conformity with tile interests 
of the workers and in order to consolidate die Socialist regime." 

The fii-st elections under the new constitution w'ere held in December 1937 
and, as in only one constituency w as diere more than one candidate for each seat, 
resulted in a 96 per cent, majority for Stalin. 

A general summing up of die situation in Russia in 1938 will be found on 
pp. 860-1. 
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CHAPTER VII 


FASaST ITALY 
“ Conjure with ’em, 

* Brutus ' will start a spirit as soon as * Oesar/ 

Now, in tile name of all the gods at once, 

Ujpon what meat dodh tiiis our Caesar feed, 

That he is grown so great ? ** 

Julius Cctsar, Act I, Sc. ii. 

I. The Background 

T he rise to power iix Italy of Benito Mussolini at the 
head of tlie Fascist Party claims attention in a review 
of Our Own Times, partly as the record of a nation’s 
promotion from the ranks of the so-callcd second-class 
Powers, partly in regard to sucli influence as this event may 
have had in world affairs. 

The background against wliich Fascism stands must be 
briefly described. Italy was first united as a kingdom under 
the House of Savoy in i86i,’ after an epic struggle during 
which Cavour, Mazzini and Garibaldi won their laurels as 
national heroes. Apparendy, the magnificent labours of this 
period utterly exhausted the energies of the whole nation, for 
the next half-century is a lamentable story of failure. At 
home, attempts at industrial expansion, thwarted by ignor- 
ance, led to poverty and discontent, while politicians 
bickered in the lobbies until the nation was wholly out of 
touch with its so-called Parliament; abroad, humiliating 
defeats, inflicted, one by Austria and the other — a rather 
more discreditable affair — by Abyssinia, combined to create 
a national inferiority complex which meant that in the 
general scramble for colonies and prestige in the last years 
of the nineteenth century, no one paid any attention to 
Italy’s claims. France took Tunis from under her nose in 

' Venctia and Rome were not yet Italian at tliat date. 
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1881* Austria calmly annexed Bosnia and Herzegovina on 
the Adriatic, and in the nincteenth-ocntury struggle between 
colonizing Powers in darkest Africa Italy had to be content 
with two deserts, Somaliland and Eritrea. 

Tins non-success in the fields of ImperiaUsm was in part 
due to lack of leadership, and is scarcely to be wondered at 
when one reads that Depretis, premier and arbiter of Italy’s 
destinies for eleven years (1876-87), frankly acknowledged : 
“ When I see an international situation on the horizon, I 
open my umbrella and wait till it has passed.’* It was in 
this mood that Italy, for the sake of German protection, 
entered in 1882 into the Triple AlHance (involving rather 
distasteful contact with her enemy Austria) of which, in 
1914, she was one of the three partners, and quite the most 
unrchable one. 

After a period of bargaining (1914-15), she was bribed 
to espouse the cause of the Alhes by the Secret Treaty of 
London, in which she was promised colonies in Africa and 
Asia Minor and the return of “ Italia Irredenta ” round 
Trieste and the Trentino. 

At the Peace Conference the victorious Powers resumed 
their traditional habit of treating Italy as the jackal at the 
feast. Embarrassed in their intention to carry out the 
Treaty of London by the national aspirations of Greater 
Serbia, by the Wilsonian doctrine, and by their suspicion 
tliat only they were fit to bear the wliite man’s burden in 
Africa, Great Britain and France brushed aside Signor 
Orlando’s demands in return for services rendered.^ 

In the end the Itahan delegation returned from Paris 
empty-handed except for die part of Austria best known as 
the Dolomites and a shce of territory — much smaller than 
Italy desired — round Trieste, but not one square inch of Ger- 
man territory in Africa ! This failure to secure a just reward 
for the national sacrifices made — 632,000 killed, two milhon 
wounded — made the Liberal Government very unpopular. 
Moreover, the economic situation was serious. The cur- 
rency had fallen 70 per cent, in face value; the cost of 
living was rising rapidly; the budget deficit was in the 
* See Chapter IV, 
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region of astronomical figures* The resultant discontent 
was reflected in the parliamentary elections of 1919, when 
the Socialists doubled their numbers and won over a 
hundred seats. The War had brought nothing but disaster 
and had become a memory so shameful that when an 
Italian citizen evolved the idea of a national funeral for 
an Unknown Soldier,** the Prime Minister, Signor Nitti, 
denounced it as an “ inglorious reminder ** and refused to 
permit the ceremony. 

Meanwhile sporadic revolutionary activity was taking 
place all over the country ; strikes were of daily occurrence, 
often accompanied by violence and bloodshed, and a 
succession of hopelessly weak ministries in Rome proved 
utterly incapable of checking the growing disorder and 
disintegration of the so-called democratic and parliamentary 
state. In the autumn of 1920 the Sociahsts and Com- 
munists had the game in their hands ; they seized the 
factories and, for a time, it appeared hkely that a dictatorship 
of the proletariat would make of Italy the Larin equivalent 
of Russia. But, lacking a leader, the Socialist groups were 
in not two but a dozen minds as to when and how to grasp 
power; they let the chance sHp and aDowed the Lenin of 
Italy to shape for himself a different destiny. 

2, The Man 

Benito Mussolini was bom in 1883, the son of a Socialist 
blacksmith in Northern Italy. lie became a teacher at the 
age of eighteen, tired of this and went to Switzerland for 
further education, wandered on foot from tlicrc to Paris, 
was expelled as a vagrant and, returning to Italy, was 
arrested for liis dangerous sociahstic and revolutionary 
activities when he incited the workers of Fork to tear up 
the railway hne in order to prevent troop trains from 
supplying soldiers for the Libyan War (1911). 

Later, we find him m the Trenrino editing the Italian 
Socialist newspaper Avanti and writing leading articles 
warning the workers to be ready for a world revolution. 
The beginnings of his national aspirations date from this 
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S criod under Austrian rule in Italia Irredenta^ for he was 
eported over the frontier by the police of the Emperor 
Francis Joseph on account of his Italian sentiments. Seeing 
in the War the one chance of arousing the Italian people 
from the lethargy into which the Liberal Democratic 
Government has allowed it to drift,” he advocated inter- 
vention on the side of the Allies, was thereupon expelled 
from the Socialist Party, lost his job on Avanti, and founded 
a paper called // Popolo d^Italky Socialist but interventionist. 
He went to the War and returned therefrom as a wounded 
soldier, exempted from service, in order to carry on his 
Socialist and journalistic activities. 


3. The Occasion 

A more suitable time and place for the rise of a national 
leader than Italy in the years 1920-22 could scarcely be 
conceived. The Government continued to prove hopelessly 
incompetent ; the Socialists were too timid to seize power ; 
anarchy and terrorism were spreading all over the country, 
the fate of Italian credit, industry and prestige appeared 
to be sealed. Tliis situation imparted enormous zest to 
the various private counter-revolutionary organizations 
formed to combat the disorders. One of th&e was the 
Fascio di Combattimento (Union of ex-Service Men), an 
organization founded by Mussolini, which bad begun life 
early in 1919 with a very radical programme as regards 
domestic affairs. Its budding nationahsm increased as the 
fruits of victory were wasted at home and at Paris, but 
its leader professed Socialism and for some time it was doubt- 
ful which way the cat would jump. The incompetence of 
the Socialists in the 1920 strike settled the day; the 
Fascists remained neutral, and when the workers rather 
lamely evacuated the 600 factories they had seized, 
Mussolini, now financed by many big industrialists, threw 
in his influence on the side of the anti-Communist and anti- 
Socialist front. In the same year his nationalistic tendencies 
were reinforced and his numbers — still negligible — ^were 
strengthened by the return of D’Annmizio’s braves from 

163 



Our Own Tifnes 


thdr adventure in Kumc.^ These persons, overflowing 
with the nationalist emotion with which the warrior-poet 
was inspired, contributed to Fascism die insignia and 
terminology of ancient Rome; meanwhile Mussolini had 
clothed his followers in the black shirt of the Arditi assault 
battalions who had won fame in the War* 

For two years well-drilled Fascist sijuadre waged war on 
the anarchist factions all over the country. They advanced 
to the attack with castor oil, clubs and gims. In November 

1921 the organization became a political party. It held its 
first congress immediately after the ceremony of the 
Unknown Soldier, which the country, in its new nationalistic 
mood, was now proud to institute. During the summer of 

1922 Fascists were forcibly seizing the offices of local 
government in die provinces ; the sc^uadre were well 
organized, and usually handed over the reins of office to 
competent and wcll-choscn local leaders. The final test 
of the new party came with the general strike of August 
1922 ; the workers were unable to prevent the Fascists and 
the volunteers who lent them a hand from operating all 
services and generally controlling the administration of the 
country. 

Nevertheless the movement, having started avowedly 
Socialist, was still suspea of being Republican, and many 
admirers of the efficiency of its organization hung back 
from joining the party. Nodiing daunted, Mussolini, who 
was now claiming, on rather doubtful grounds, that the 
Fascists had saved Italy from Bolshevism,^ declared in 
September that the King of Italy had a place in the new 
dispensation appearing over the horizon, making it clear 
that Fascism was not a revolution but a new spirit to re- 
animate existing institutions. In October Mussolini showed 
his hand still further, stating that perhaps democracy had 
played its part and that some otlicr political force more 
powerful and better adapted to the needs of the country 

^ See p. 210. 

® Thste real reasons were ; (a) That the Socialists were so badly led ; liiat 
Don Sntrzo and the Catholic Party kept the peasants together as a ftoman Catholic 
hUc. 
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might arise. He followed up dus statement widi a declara- 
tion at the annual Fascist Congress at Naples that if the 
Government were not handed over to the Fascists, the 
latter would advance on Rome and seize power. 

By the end of October 1922 all was ready for the coup, 
and the Fascist squadre in four orderly columns carried out 
the famous march on Rome. The Cabinet, incompetent 
as ever, proposed martial law, but the King, beUeving 
that this meant civil war, refused the royal consent, and 
with scarcely an act of violence the Black Shirts occupied 
the city on October 30th, 1922. On the same day the 
King sent for Mussolini ; the formation of the first Fascist 
Cabinet was only a matter of a few hours, and the squadre 
received orders to evacuate Rome at once, which they 
did after marcliing past the Quirinal as an act of homage 
to the King. 

There was no resistance from the deputies; the Italian 
parliamentary system, invariably out of touch with the 
country, was in any case suffering from senile decay, and 
though the Chamber predominantly followed the old 
Premier, Giolitti, it accepted with scarcely a murmur the 
combined Cabinet of Fascists and Nationalists which now 
took over the government of the country. 

Mussolini spent the next four years consolidating the 
Fascist hold. The internal state of Italy was still serious. 
The budget deficit amounted to six milliards of lire as 
compared with one hundred and fifty miUion in the last 
year of the War; export trade had dropped abnormally, 
the parliamentary system was effete and the local govern- 
ment offices were sinks of corruption and graft. His 
methods of reform were autocratic ; he abolished the old 
form of parliament; he substituted local Fascist podcisds, 
nominated by the head of the government, for the formerly 
elected municipal authorities, and took in hand the spring 
cleaning of Italy from the streets upwards. This was 
a period of violence during which anti-Fascists were im- 
prisoned, exiled or made their way over glacicn reputed 
too impassable to be worth guarding, into Switzerland 
or France — in short, a period whose type was to become 
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better ktiowu and more recognizable in 1934 than it was 
in 1923 — during which all the symptoms characteristic of 
the institution of a Party and personal dictatorship were 
manifest. 

Mussolini’s chief setback during this period followed 
the murder of the Socialist leader Matteotti, a man who 
had dared to produce a book exposing the Fascist terror. 
This courageous person was kidnapped by Fascists one 
evening and his body was later found buried at a lonely 
spot about twenty kilometres from Rome. A pohtical 
crime such as this, in which high officials of the Fascist 
Party were involved, obviously did the cause no good. 
As Mussolini himself wrote : ^ Tliis violence does not 
facilitate the work of the Government, but compromises 
it.” The repercussions of this murder influenced Mussolini 
in his determination to control the Party before it controlled 
him. A sharp internal struggle took place, culminating in 
victory for the Duce when he forced Farinacci — a noted 
extremist — to resign the Secretary-Generalship of the Party. 
By degrees MussoHni carried his supremacy even further, 
taking more and more ministerial offices under his direct 
control, until at one time he held no less than eight 
offices. 

A competent man enjoying power as absolute as this 
can turn most situations to his account; the anti-Fascist 
campaign following the murder of Matteotti gave a pretext 
for Press censorship ; more often than not, the gods seemed 
to be playing on his side, as, for instance, when the tre- 
mendous fall in the lira in 1924 was followed in 1925 by 
a bumper harvest such as Italy had not known for years, 
or when in 1926 and 1927 no less than four bullets, intended 
to murder him, missed their mark and provided an 
admirable reason for fresh Press censorship and for natural 
manifestations of Fascist loyalty in the rejoicing over these 
escapes. It was during this period that Mussol ini inaugurated 
a number of economic measures of a deflationary character 
which led to a surplus in the budget for 1924-25. He also 
n^odated War debts® agreements with the U.S.A. and 

^ GerarchtUt October ® Sec pp. 130 
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Great Britain which enabled him to stabilize the lira and 
return to the gold standard at the end of 1927, 

With the consolidation of his personal power and position, 
Mussolini turned his attention to providing the new Italian 
state with a constitutional and social backbone and an 
organized labour system, and to ensuring that the various 
joints of both were members of the Fascist Party. In order 
to ensure that the Fascist way of thought should permeate 
the nation from the cradle up, two youth organizations 
called the Batilla — for boys under fourteen — and the Avan* 
guardia — fourteen to eighteen years — were established. In 
tlieir ranks the younger generation were drilled, physically 
and morally, in the duties of citizensliip and patriotism ; in 
1926 membership of the Party was closed except by recruit- 
ment from Avatiguardisti, and in 1928 all non-Fascist youth 
organizations were suppressed. 


4. The Doctrine 

A few words in explanaaon of the Fascist philosophy 
which has, by these means, come to dominate Italy is 
necessary here. Since it began as outraged patriotism, 
intent on giving to Italy that self-confidence at home 
and prestige abroad necessary to a Great Power, national 
, pride can be taken as its corner-stone. Fascism is therefore 
opposed to Socialism, which, with its slogan “ Workers of 
the world, unite,’* places class loyalty above national loyalty. 
It is also opposed to Socialism and Communism in its 
conception of society. Fascism demands no radical change 
in the main structure of the capitahst state: each class, 
employer or employed, has its assigned function ; all men 
are not necessarily equal; each individual difiers from 
every other ; therefore the rights of private property must 
be respected and the stimulus of private initiative main- 
tained. Mix these two ingredients, and the result is 
a new conception of the responsibilities of property 
and citizenship ; the owner of property or the worker 
earning his daily bread must, since the state comes first, 
take a long view in which his petty desires are transcended 
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by di0 nee<Js of ‘*thc state.” As Mussolini explained 
mrotigli his Minister for Justice, Professor Rocco, in a 
fatnous speech defining Fascism, delivered at Perugia in 
” The nation is not merely the sum-total of iiviiig 
individuals, nor the instrument of parties for their own 
ends, but an organism comprising tne unlimited series of 
generations of which individuals arc merely transient 
elements.” Obviously no single one of these ” transient 
dements ” can be expected to judge, in this complex world, 
which of the courses open to him will be best for the 
continuity of the state, hence — and it is here that Fascism 
departs so radically from Liberalism and laissez-faire — the 
state, being the most omniscient body available, must 
intervene and direct proceedings wherever this is essential 
to the welfare of the nation. This intervention is accepted 
without question, thanks to the degree of discipline 
demanded by the Fascist system and to the exalted state of 
mind which extreme nationalism can bring into being. 

By the introduction of this philosophy Fascism claims 
to have eliminated the drawbacks both of capitalism, under 
which the two classes — employers and employed — are 
irreconcilably opposed, and Socialism, which docs not take 
human nature into account and docs not realize that the 
personal interests of the individual are the most powerful 
stimulus to human activity. Fascism necessarily involves 
a dictatorship, since some supreme authority must, in 
the last resort, judge what is good and what is bad for 
the future of the state. The state must have a mouth- 
piece. Further, it can admit of no opposition; once 
the dictator is questioned the structure crumbles, hence the 
suppression of criticism and the censorship of the Press. 
The opponents of these tlieories urge that differences 
between employers and workers are not removed, but 
merely dominated and so silenced; that the system is 
dangerous because it provides no weapon against the 
misjudgments to which any dictator must be prone; in 
a word, that it places a falsely high value on the goods in 
its shop window and hopes that no one will investigate the 
back of the shop. 
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5. The Papade 

In his New Year speech of 1925, Mussolini had made i( 
quite clear that the Italian state must hcfascisiizzare, and in 
1928 the Party — there was now only one — became part 
of the Italian constitution, and its position in the national 
life was legalized. 

Politically it works from the top down; at the apex 
of the pyramid is 7 / Duce — the Leader — presiding over the 
Fascist Grand Council consisting of his ministers, whom 
he chooses, and various persons whom he nominates for 
their talent or as representatives of given public bodies. 
This council, originally merely a Party committee, was, 
by the law of September T9th, 1928 given, in effect, com- 
plete control over the whole country ; it has the last word 
on every subject from the succession to the throne and 
the appointment of a new Duce to the powers of the Senate 
and Chamber, 

Mussolini, on liis advent to power, found a Chamber 
elected by proportional representation. Anxious to ensure a 
Fascist majority in any new Chamber, he changed this in 
J923 to a system whereby the Party polling the most votes 
acquired two-tliirds of the seats available, the remaining 
third being divided in proportion to the remaining poll. It 
was to this system that Matteotti objected so violently and, 
drawing in his horns at the sound of the outcry following 
the murder, Mussolini reinstated single-member con- 
stituencies. By 1928 Fascism was secure and the following 
system was adopted. Representation is by vocation, not 
locality; each of the tliirtecn syndicates nominates a list 
of the persons they would like to sec in parliament. From 
these hsts, which it can modify at will, the Fascist Grand 
Council chooses 400 names. Tliis selected list is submitted 
to the Italian people for acceptance or rejection as a whole ; 
if rejeaed — a miracle which has not yet occurred— new 
lists would be drawn up. 

Politically, the dictatorship is absolute. Economically, 
Fascism, with its emphasis on the liberty of the individud, 
makes some claim to run matters from the bottom upwards. 
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The organization which Mussolini has evolved to run the 
working life of the country is known as the Corporative or 
sometimes the Corporate State. 

To gain any conception of the way tliis complicated 
mechanism is alleged to work, the golden axiom that the 
future of the state comes first must be the watchword. 
At the base of the corporative triangle we find those 
“ transient elements,” the employer and the worker, “ free 
as air ” to band together each in their own syndicates. Any 
resemblance which these Fascist syndicates bear to our 
Trades Unions is purely superficial, for, whereas the latter 
provide a bargain counter over wliich worker and employer 
can haggle, the former preclude all haggling — strikes and 
lock-outs — since both parties are always assumed to be at 
one in their common object of promoting the interests of 
the state. 

Moving on towards the apex, the next slice of the triangle 
consists of die National Confederations. They number 
thirteen. There is a group of employers’ syndicates and a 
group of workers’ syndicates classified as Agriculture, Com- 
merce, Finance, Industry, Land Transport and Sea and Air 
Transport. These account for twelve confederations or 
groups of syndicates. The tliirtecnth confederation repre- 
sents “ Artistic and Professional Workers,” in which branch 
of activity there is no occasion to set up groups of employers’ 
and workers’ syndicates, since the members of the Artistic 
and Professional syndicates, persons such as artists, writers, 
etc., are neither “ workers ” nor ” employers.” 

Next in the liierarchy come seven Corporations, in which 
workers and employers in each pair of Confederations 
are grouped into one. Representatives from these go to 
form the great National Council of Corporations — set up 
on March zoth, 1930, with power to regulate labour con- 
ditions at home and to give guidance in the matter of all 
commercial treaties abroad. 

At the apex of the triangle is Mussolini, President of 
the National Council of Corporations, interlocking in liis 
person the political and economic life of the state. In his 
own words : ** The National Council of Corporations is 
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to Italian National Economy what the General Staff is to 
an army — the thinking brain which plans and co-ordinates. 
Fascist syndicalism, through the collaboration of all classes, 
leads to the Corporation. All such collaboration should be 
systematic and harmonious, preserving private property but 
insisting on its social function, respecting private initiative, 
but subjecting it to the life and economic progress of the 
nation.’^ 

The Magna Carta in which all this is legalized is called 
the Labour Charter, published in 1927 and distributed in 
October 1928 to every employer and worker in Italy. It 
contains thirty rules in which are set forth the relations 
between worker and state ; worker and employer ; worker, 
employer and state. 

Strikes and lock-outs being illegal, disputes between 
employers and workers are taken to the Labour Courts, 
These courts arc identical in procedure and status with 
an ordinary court of appeal, except that two experts, chosen 
as having no personal interest in cither Party, assist the 
presiding judge. The penalty for failure to comply with 
the decision is imprisonment or a fine. 

Fascists, whatever the colour of their shirr, for Fascism 
figures on flic list of Italian exports, argue that state inter- 
ference in the doings of the lower part of the triangle is rare, 
that it is rendered unnecessary by the will to exercise self- 
disciphnc inbred in all good Fascists and that, therefore, all 
Fascists arc free. To most British observers it appears to 
resemble the freedom of a tram as opposed to that of an 
omnibus. 


6. The Concordat 

In conclusion, it will be convenient to mention here an 
event which in many respects ranked as one of the out- 
standing acliievements of the Fascist regime during ‘*Our 
Own Times,” and that is the solution of the Roman 
question, that long-standing quarrel with the Pope which 
had perplexed every Italian Government since 1871. When 
in that year the withdrawal of French support from the 
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Holy See enabled Victor Emmanuel to take possession of 
the Vatican State, the Pope, excommunicating all those 
who had comnntted the sacrilegious action of invading 
the Holy See, shut himself up in the Vatican and refused 
to enter into any relations whatsoever with the new 
Kingdom of Italy. Neither side would give way; the 
problem was apparently insoluble and it took two such 
large-minded men as Mussolini and His Holiness Pope 
Pius XI to open negotiations. They were long and 
dchcate, but the declaration of mutual recognition, called 
the Concordat, was signed on February nth, 1929, 
when amid scenes of tremendous excitement, with the 
yellow and white papal colours flying alongside the 
tricolour and tlie fastes, the Pope, for the first time for 
nearly sixty years, gave the famous blessing “ Urbi et 
Orbi from the outer loggia of St. Peter’s. By the Con- 
cordat the Vatican City — a small section of Rome — was 
recognized as “ neutral and inviolable territory ” by the 
Kingdom of Italy, which, in order to render it a workable 
entity, placed certain public services at its disposal — a railway 
station, a broadcasting station and the dignity of its own 
postage stamps. The Vatican City thus once more became 
a sovereign state, acknowledging the Pope as its spiritual 
and temporal sovereign and represented with fuU diplomatic 
honours abroad ; in return, the Pope recognized the 
Kingdom of Italy '' under die dynasty of Savoy with Rome 
as the capital,” and both parties agreed that the ” Roman 
question,” to quote the language of the Concordat, is “ de- 
totely and irrevocably setded.” 

7. Conclusion 

Here we shall leave the story of Fascist Italy with Musso- 
lini firmly established and busily engaged in consolidating 
the position of authority which he and his adherents had 
created rather than seized. From 1926 to about 1933 the 
Fascist regime in Italy made considerable progress with the 
reorganization of the internal life of the country, the ex- 
rirpacion of brigandage in Sicily, the increase in agricultural 
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production, especially wheat, the improvement of com-^ 
munications and the restoration of ancient monuments in 
Rome. It was a progress which would have been notable 
in Italy at any time, but is especially significant when 
contrasted with the stagnation of the twenty to thirty years 
before the War. 

But, as we shall see in Chapter XXV, the position of Italy 
in 1934 was serious. The Corporative State, sdll a paper 
organization, had not prevented a growing deterioration in 
the economic situation, and there were signs that in order 
to divert attention from the troubles at home Mussolini 
had determined to resume that somewhat aggressive attitude 
in foreign politics indulged in by the Fascists during the 
period 1919-20. 
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CHAPTER Vin 


MODERN TURKEY 

** When thievea fall out, honest men come into their own.” — Old Proverb, 

” Get a coffin ready and the man will not die.” — Chinese Saying. 

I. The Niitionalist Movement 

I F much seemed doubtful in 1919, one fact seemed 
certain ; it was that of all the “ enemy ” Powers the 
Turkish Empire was the most thoroughly conquered. Not 
only her provinces, but also her capital of Constantinople, 
to reach and defend which city so many sacrifices had been 
made at GallipoH, were in Alhcd occupation, whilst the 
territorial possessions of the traditional sick man of Europe 
had for long been allocated amongst the victors. In 
summary, these arrangements were as follows : 

For over a century Russian Near Eastern policy had 
been directed towards securing Constantinople and the 
control of the Straits. Although it had been a constant 
preoccupation of European policy to thwart this Russian 
ambition, the stress of the Great War caused France and 
Great Britain to agree to the inclusion of the Russian claims 
in the eventual peace settlement (Constantinople Agree- 
ment of March i8th, 1915). In the Secret Treaty of London 
(April 26th, 1915) Italy staked out claims in Asia Minor as 
part of the price of her entry into the War. In 1916 Great 
Britain discovered that the promises she had made to the 
Sherif of Mecca in return for the support of his Arabs 
against the Turks conflicted with the French designs on 
the Turkish province of Syria. The secret “ Sykes-Picot 
agreement (May i6th, 1916) provided for die amputation 
of the Arab provinces from the Ottoman Empire and gave 
slices of Asia Minor to France and Russia. Italy w^as kept 
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in ignorance of this arrangement, but it came to her ears 
in 1917 and she at once demanded more of Asia Minor. 
Fortunately Asia Minor is a big place and Italy’s claims 
were admitted by the Secret Agreement of St. Jean de 
Maurienne (April 17th, 1917). Unfortunately, the Russian 
revolution not only disturbed the balance of the above 
arrangements, but also revealed in the publication by 
the Bolsheviks of the secret treaties, scandalous evidence of 
the real objectives of the Allied governments who had 
been fighting for the principles of liberty and democracy. 
However, any difficulties in connection with the post-War 
settlement of the Turkish question seemed likely to arise 
from inter-Alhcd differences of opinion rather than from 
the side of Turkey. As an example of the singular aptitude 
with which the Turkey of the past had been capable of 
dividing “ friends,” mention may be made of the fact that 
in 1919 two British government departments were patrons 
of a war in Arabia. The Foreign Office w’^as backing 
and financing King Hussein, Shcrif of Mecca, wliilst 
the India Office was performing a similar office for Ibn 
Saud, the leader of the fanatical Wahabis. Both these 
potentates had been encouraged to throw off the Turkish 
yoke and participate in the war to end war. Unfortunately, 
they were rivals for tlie ovcr-lordship of Arabia. A third 
Briush government department — the Treasury — stopped 
British participation in this war by cutting off supplies to 
both ” backers.” 

To return to the Turkish question. The situation was not 
so simple as it seemed. The Allies were war-weary, their \ 
armies were clamouring to be demobilized ; grave questions 
concerning Germany occupied attention ; the Bolsheviks 
were a perplexing menace ; France was jealous of the fact 
that British troops had completed the conquest of Turkey; 
Italy was about to have her revolution. At tliis juncture 
M. Vcnizclos, the astute Greek statesman, suggested that j 
his country should act as bailiff and as a consideration 
receive Smyrna and the sunounding district as provisional 
pledge. This notion had the double advantage of relieving 
the Allies of any need to take immediate action and of 
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appearing to fit in with the Wilsonian doctrine of self* 
deccrniination, since many Greeks were long resident in 
that part of Asia Minor, On May 15th, 1919, the Greeks, 
supported by Allied warships, occupied Smyrna. 

This action produced a startling eflfcct on the prostrate 
Turk. He was ready for severe treatment, it was even 
likely he would accept a proposal then being considered 
for an American mandate, but to be annexed by the despised 
Greek was intolerable. At this time the Sultan’s government 
at Constantinople was entirely overawed by the Allies, 
but Mustafa Kemal Pasha, the Turkish hero of the Gallipoli 
defence, immediately organized a national resistance. In 
Anatolia this group formed a provisional government 
of national defence wliich took up its headquarters at 
Angora. The movement was directed by army officers and 
persons traditionally associated with the Committee of 
Union and Progress.^ The provisional government was 
not yet actively hostile to the Sultan’s government at 
Constantinople, since the latter was clearly helpless in the 
hands of the Allies. By the end of 1919 nearly the whole 
of Anatolia acknowledged the control of the provisional 
government. Elections were held and a parliament with 
a Nationalist majority met at Constantinople on January 
28th, 1920. This body published a National Pact which 
demanded the whole of Asia Minor and Thrace for Turkey, 
and rejected foreign control of Turkish sovereignty in any 
form.* This National Pact, which clearly ran counter to 
the aims of the Allies, as shown by the secret treaties, 
aroused the victors to recognition of the fact that defeated 
Turkey, if not yet on its legs, was certainly no longer 

^ This was the Young Turk Group which had been formed in pte-war days 
in order to force the Sultan, Abdul Hamid, to inoderniw Turkey. The Com- 
mittee had chiefly worked through the western-educated officers. In pre-war 
days the Young Turk movement was strongly nationalistic, and in part under 
German influence. It was througli this connection dmt Germany brougiit Turkey 
into the War. 

* Up to this time the jurisdiction of the Turkish government in domestic 
inatters was incomplete, due to the existence of Capitulations (by whiclj foreign 
OomiMftiesand individuals enjoyed special privileges ,• the Millet system (by which 
various nonrhiostem commimities were largely autonomous), and the inter- 
national adrtiinJstration of the Ottoman Debt whicli since i88i had collected 
inopomni itfms of revenue- 
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on its backj On March x6th, 1920, the Allied forces 
ofScially occupied Constantinople, seized several of the 
Nationalist deputies and deported them to Malta. The 
remaining deputies fled to Angora where they reconstituted 
themselves as the Great National Assembly. The unfor- 
tunate Sultan was forced by the Allies to disavow the 
Nationalist movement and to declare that Mustafa Kemal 
and his supporters were in rebellion against the Government 
of Turkey. On April 24th, 1920, at the Conference of 
San Remo, the Allies published the terms of the Treaty 
of Sevres, which embodied their views as to the future of 
Turkey, views largely based on the arrangements of the 
secret treaties. Mustafa Kemal and his friends, securely 
out of range in the centre of Asia Minor from the gims 
of the British fleet, rejected the terms, but the Sultan’s 
government, less happily situated, agreed to sign the Treaty. 
In June the Creeks, financed by the British and ostensibly 
enjoying general Allied support, advanced from Smyrna 
into Asia Minor in order to enforce the terms of the peace 
settlement. (^Thc Nationalists had not been idle. They 
had established friendly relations with the Bolshevik govern- 
ment, wliich at that time had just succeeded in finally 
defeating the Wlute Russians. The Bolsheviks were only 
too delighted to supply the Nationalists with arms and 
munitions. Brushing aside such forces as the Sultan’s 
government was able to send against them, the Nationalists 
prepared to meet the Greek menace^/ In November 1920, 
Venizelos fell from power in Greece and ex-King Con- 
stantine, who had been hostile to the Allies during the 
War, returned to the throne. This event caused marked 
coolness in the relations between the Allies and the Greeks, 
and by April 1921 Italy was withdrawing her troops from 
Asia Minor, whilst during the next month the Allies declared 
^ themselves neutral in the Gracco-Turkish war. It mast 
here be said in their favour that they twice attempted to 
act as mediators by offering Turkey favourable modifica- 
tions of the Treaty of Sevres, but neither the Greeks nor 
the Turks would accept the AUied proposals. In July 1921, 
the Greeks resumed their offensive against the Turks with 
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considerable success. On October aoth of the same year 
there was published the Franklin-Bouillon Agreement 
between France and Turkey, in which France renounced 
all her claims in Asia Minor, and when, in April 1922, 
Italy signed a separate agreement with Turkey, it was 
, clear that the solidarity of the Allies in respect of a 
Turkish policy had completely disappeared.^ This was 
Mustafa Kcmal’s chance. He had now been given dicta- 
torial powers with which he reorganized his army to 
such good effect that when on August 26th he attacked 
the Greeks he drove them pell-mell to the coast. The 
Turks rcoccupicd Smyrna on September 9th. The city 
was dehvered to the flames and frightful scenes were 
witnessed as the Greek refugees endeavoured to seek 
shelter on board the British man-of-w'ar lying in the 
harbour. The position of the British w^as extremely delicate. 
A British-Frcnch-Italian force was still in occupation of 
Turkish territory in ^-hc Straits of Dardanelles area, and it 
was not long before the victorious Kemalists were within 
fighting distance of the British lines. French and Italian 
troops withdrew and for a few days it seemed as if Great 
Britain was about to be committed to a fresh war with 
Nationalist Turkey. The situation was further complicated 
by the fact that the British Dominions, with the exception 
of New Zealand and Australia, were making it clear to the 
British Government in London that they saw no reason for 
participating in military action against Turkey. This was 
the notorious “ Chanak inadent ’* to which further reference 
is made in Chapter XII. 

Fortunately war was averted, and the Angora Govern- 
ment decided on certain conditions to meet the three 

O al AlHed Powers in conference. But the question of 
monships between the Sultan’s government and the 
Nationalist government had to be settled before the con- 
ference could meet. There were at first signs that the two 
governments might amalgamate, but the Sultan’s actions 

, ^ For another remarkable instance of the Turkish ability to produce disagree- 
ment between Western Powers pledged to co-operate against her, see Moriey^s 
Ufe of ClaJstoney Vol. Ill, p. 9, for the story of ** economic sanctions ** against 
Turkey In i8Ba 
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in declaring the Nationalist movement to be a rebellion 
and in signing the Treaty of Sevres had scaled his doom, 
and on November ist, 1922, the Nationalist Assembly 
declared that the Sultanate and Subhme Porte were aboUshed. 
The Sultan, Mchemet VI, escaped from Constantinople on 
board a British man-of-war. 

On November 20th, 1922, negotiations for peace between 
Nationalist Turkey and Great Britain, France and Italy were 
opened at Lausanne. All the trump cards were now in 
Turkish hands, and they obstinately insisted on the com- 
plete fulfilment of the terms of the National Pact. It 
was in vain that the British Foreign Secretary, the Marquess 
Curzon, threatened the obdurate Turks. It was in vain 
that he spoke of leaving by his speaal train. The Turks 
knew well that public opinion in Great Britain would 
nor countenance a war with Turkey, that France and 
Italy were but half-hcartcd supporters of Great Britain, 
and that Turkey had but to sit tight in order to secure every- 
thing she wished. The first session of the Peace Conference 
broke down, but when it was resumed and the Turkish 
attitude was seen to be unchanged the Allies were forced 
to give way. The Treaty of Lausanne gave the Turks the 
terms of their National Pact except for Turkish sovereignty 
over Western Thrace. It was further laid down that there 
was to be a demilitarized zone along the European frontier 
of Turkey and on each side of the Straits, and an Inter- 
national Straits Commission under Turkish presidency. 
Provision was also made for a mass exchange of Christian 
and Moslem populations between the Greeks and Turkey; 
an extraordinary migration, which was subsequently 
brought to a successful conclusion under the auspices of the 
League of Nations. 

The next event in the history of modern Turkey was its 
proclamation as a Republic on October 29th, 1923. This 
was the work of Mustafa Kemal Pasha. He met with 
considerable opposition to his proposals and his opponents 
found a convenient rallying point in the issue of the 
Caliphate. When the Sultanate had been abohshed the 
office of Caliph had been retained out of defcraice to the 
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jTcHgiom susceptibilities of the people, and Mustafa Kemal 
had enacted that the fiiturc responsibilities of the office 
Would be purely spiritual. Such a proposal, however, was 
qmte out of keeping with the origins of the office and the 
provisions of Islamic law. The CaUphate was essentially 
a sovereignty entrusted with the temporal defence of 
Islam. The Caliph was looked up to as the Supreme 
Commander of the Faithful by Moslems all over the world. 
On the flight of the Sultan the Caliphate had been vested 
in his cousin, but when certain leading Indian Moslems 
addressed a letter to the Nationahst Government pleading 
that the Caliph should be accorded better treatment than he 
was receiving, Mustafa Kemal seized upon the incident 
as an excuse for aboUsliing the Cahphatc on the grounds 
that its existence would lead to foreign interference in 
Turkish affairs.^ 

The abolition of the Caliphate was the signal for a rapid 
campaign on the part of Mustafa Kemal with the object of 
seculari2dng the Turkish state and abolishing, so far as 
possible, the Moslem framework which, in its dual capacity 
of being concerned with things temporal and spiritual, 
was a rival organization to the Nationalist Government. 
Religious schools were transferred to the Ministry of Public 
instruction and religious courts were abolished. These 
far-reaching proposals encountered considerable opposition 
and severe economic troubles made things difficult for the 
Government. The crisis came to a head with the revolt of 
the Kurds in Eastern Anatolia in February 1925. The 
Kurds Were the only non-Turkish race inside the frontiers 
of New Turkey. 

At this Juncture must be mentioned the fact that the one 
question left outstanding at the Lausanne Conference had 
been the question of the frontier between Turkey and Iraq^ 
in the region of Mosul. The matter had been left for 
direct negotiation between Great Britain and Turkey, but 
no settlement having been arrived at, the matter was 

* For a < 3 etai!ed account of die Caliphate see the Survey of International Affairs ^ 
19*5, Vol. I. 

^ A Bridah “ A ” mandate. 
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referred to the League Council* which sent out a Com- 
mission to lay down a frontier line. The Turks maintained 
that the League Councifs powers were not arbitral, but 
only advisory. The Council carried this question to the 
Permanent Court of International Justice, which in 
November 1925 declared that the Council’s powers were 
arbitral and binding on both parties. Turkey was not, of 
course, at tliat time a member of the League of Nations, 
and she rejected the decision of the Permanent Court and 
underlined her rejection by signing a new treaty with 
Soviet Russia. At one time it looked as if war might break 
out between Turkey and Great Britain in connecaon with 
this dispute, but in fact an amicable agreement was reached 
in June 1926. 

Meanwliilc the Kurdish rebellion had been suppressed 
during 1925, and the Nationahst Government made the 
revolt an excuse for a further extension of secularization. 
AU Dervish monasteries were closed throughout Turkey, 
and on November 25th, 1925, a law was passed making 
hat regulations — i.c. the wearing of the European hat 
and its taking off indoors — compulsory for all men. 
Tliis law of the hat was of the utmost importance, since 
by Moslem law a follower of the prophet must say his 
prayers with his head covered, but at the same time be 
able to touch the ground with his forehead, two conditions 
satisfied by the turban or tarboosh ; hence, the compul- 
sory introduction of western-style brimmed hats was an 
important anti-religious measure which stirred up violent 
opposition until suppressed by the rutiiless use of the 
Tribunals of Independence, Further reforms followed in 
rapid succession and included the introduction of the 
Christian calendar, a Civil Code translated from that of 
Switzerland,^ and a Penal Code adapted from that of Italy. 
Hostihty to the Government culminated in the discovery 
of a secret plot in which prominent members of the opposi- 
tion were involved. As a result of two great trials held at 
Smyrna seventeen persons were hanged, iiicluding Javid Bey, 
former Minister of Finance to several cabinets under the 

^ This automatically abolislied tlie legality of polygamy. 
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old regime, and Nazim Bey, who had been for many years 
a staunch advocate of Nationalist Turkish policy. 

So, by the end of 1926, Mustafa Kcmal, who was hence- 
forth termed the Gazi, or Victor, had overcome all opposi- 
tion, and at the General Elections of 1927 and 1931 was 
unanimously re-elected President of the RcpubUc. 

2. Domestic Policy 

From 1926 the Dictator of Turkey pursued his policy 
with extraordinary vigour and skill. Its principal objects 
were, firstly, the rapid conversion of the people from 
being principally Moslem to being principally Turk, and 
secondly, the westernization of Turkey with the purpose 
of making its people nationally self-conscious and as secure 
as possible from foreign political and economic interference. 

Considerations of space make it impossible to do more 
in this book than indicate the nature of some of the features 
in the transformation of Turkey. 

The position of women was completely changed, and 
although an attempt in 1926 to legislate for the abolition 
of the veil met with determined resistance, the desired 
result was obtained by unofficial propaganda. In February 
1931 the Gazi made a speech in wliicli he declared 
that women had equal rights with men and that in future 
it was possible that they might share wdth men the duty 
of military service. The higher professions such as laws 
education and medicine were thrown 1 open to women, 
whilst dancing in European style, a shocking pastime 
according to the Moslem tradition, is now freely indulged 
in by Turkish ladies, one of whom deservedly won the first 
prize in an international beauty competition in 1932. This 
event was commented upon with approval in the Turkish 
Press. 

A small but significant action illustrating the deter- 
mination of the Gazi to smash the orthodox Moslem 
tradition was the issue in 1927 of bank-notes bearing his 
portrait. The significance of this event, coupled with the 
erection of statues in the principal towns and the encourage- 
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ment of native art by lifting the ban on studies of the 
nude ” lies in the fact that Moslem law strictly forbade the 
use of representational art. 

In Education the same westernizing and nationalizing 
purpose was pursued. The first census ever taken in 
Turkey took place in 1927, and revealed the fact that 
92 per cent, of the population were illiterate. The whole 
educational system was overhauled, and religious schools 
suppressed; the Latin alphabet was introduced and ele- 
mentary education for all children made compulsory by a 
law passed in March 1931. 

Side by side with tins revolution in the social and cultural 
hfe of Turkey there proceeded a determined effort 
to free the economic hfe of the country from foreign 
control and to develop Turkey’s resources by the Turks 
for the Turks. The economic life of the Republic was 
handicapped by the fact that only m Western Anatolia was 
there a rail system and this was foreign owned, whilst 
judged by modem standards the road system was almost 
non-existent. Secondly, the exodus of the Greeks and 
Armenians deprived Turkey of that clement in her 
population wbeh was particularly skilled in commerce 
and finance. Thirdly, there were practically no factories in 
Turkey and her agricultural system was primitive. Fourthly, 
the Republic was saddled with a burden of external debt 
since, by the provisions of the Treaty of Lausanne, Turkey 
assumed liability for a proportion of the old Ottoman 
Public Debt. 

Each of these four obstacles was tackled with vigour 
and considerable success. A pohey of railway construction, 
clnefly financed out of revenue, was put in hand and 
foreign owners of existing railways were bought out. 
A plan for 5000 kilometres of motor roads was applied 
and the work of modernizing and enlarging the seaports 
set in full swing. 

The banking system was reorganized and made all- 
Turkish, and the abohtion of the Capitulations (decreed 
unilaterally by Turkey in 1914; recognized by the Powers 
at the Treaty of Lausamie) had the effect of removing 
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from foreign hands what was virtually a monopoly of 
Turkey’s international trade. The Republican Government 
was at great pains to encourage the development of 
Turkish industry and the number of factories increased 
from 150 to over 2000 in 1933. At the end of 1933 the 
Gazi announced a Five-Year Plan for heavy industry. 
Large-scale public works and public utility companies 
were put in hand, notably at Angora, the new capital. 
The foreign debt burden undertaken at Lausanne was 
progressively reduced, partly by the process of refusing to 
pay, and partly by exploiting die effects on Turkey of the 
world crisis, with the result that by the latest of several 
agreements, that signed in April 1933, Turkey’s external 
liabilities were reduced to one-tenth of what they were 
in 1923. 

During the early years of the repubhean regime Turkey 
was a debtor nation, since she was importing macliincry 
and European manufactures on a large scale. Also, she was 
unable ^ to alter her tariff rates until 1929. On October ist 
of tliat year there was a general increase of 33 per cent, in 
the tariff, an action which produced an economic and 
currency crisis in Turkey and forced the Government to 
take drastic action. It was on orthodox western lines, and 
deflationary in character. Since 1931 the budget has been 
balanced, the currency stabilized and an adverse balance of 
trade converted into a favourable balance of million 
Turkish in 1933. In the same year the Government 
succeeded in floating its first internal loan. 

Although Turkey has suffered severely from the world 
crisis, her economic position is sound, she is rich in natural 
resources and well fitted to stand alone in a world whose 
national states seem mostly committed to a policy of 
economic self-sufficiency (1934). 


3. Foreign Relations 

From 1921-1926 Turkey looked to Russia as her ally 
against the predatory activities of the Western Powers, but 

^ Treaty of X.ausanne, 



Modem Turkey 

after 1926, when the Mosul question had been settled, 
Turkey, anxious to imitate Western capitalism and fearing 
Communism, worked for good understandings with 
European Powers. Relations with Russia remained friendly 
but not enthusiastic. 

In 1930 a Gratxo-Turkish convention was signed, and this 
was followed by a treaty of Neutrahty, Conciliation and 
Arbitration between the two states. In October 1931, 
Athens wimessed the remarkable spectacle of the Greeks 
giving an ovation to a parry of Turlash Ministers. 

This astonisliing change in the relations between two 
countries whose peoples have been at enmity with each 
other for centuries was due in the first instance to Itahan 
foreign pohey. Mussolini, anxious to counteract French 
influence in Jugoslavia and Rumania, conceived the notion 
of forming an Italian-Grxco-Turkish Pact, but was at first 
unable to do more than obtain separate treaties of friendship 
with Greece and Turkey. However, Italy continued her 
efforts to bring Turkey and Greece to a settlement of their 
differences and eventually succeeded in bringing about the 
desired result. 

The fact that Turkey had reached an agreement with 
Greece made it possible for serious consideration to be given 
to a project for a Balkan federation. For many years the 
possibility of “ the troubled Balkans ** settling down into 
some form of loosely federated unit has been dreamt of by 
those who sec in the ambitions of the Great Powers in this 
part of the world a standing menace to the peace of Europe, 
An important unofficial Balkan conference was set up in 
1930 and has met annually since that date. Its purpose is to 
consider all matters of common interest to the Balkan States. 
Between 1930 and 1933 there was a progressive improve- 
ment in the mutual relations of the Balkan States, an 
improvement in which Turkey participated. This crystal- 
lized early in 1934 with the signature of a Balkan Pact, It 
fell a good way short of the expectation of its authors since 
Bulgaria refused to participate, as she feared that by so 
doing she would be accepting in perpetuity various hmita- 
tions imposed upon her after the Great War by the Treaty 

185 



Our Oum Times 

of NcuiUy. In pardctJar Bulgaria seeks an oudet on the 
^gcan Sea, 

There remains to be mentioned the fact that on July i8th, 
1932, Turkey underlined her intention to commit her 
destinies to the Western way of life by becoming a member 
of the League of Nations. 

We have discussed in the last three chapters the early 
years of Soviet Russia ; the growth of Fascist Italy and of 
Modem Turkey. Three most unexpected and to some 
extent abnormal consequences of die pistol shot at Serajevo : 
three developments of our own times, each likely to have 
considerable effects on die international life of the times to 
come. Of Russia and Italy there will be more to say in 
later chapters, but now we must return to the Peace 
Treaties and describe their effects in Central Europe. 
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CENTRAL AND EASTERN EUROPE (1919 TO jg 2 S- 26 ) 

“ Confusion now hath made his masterpiece.’* — Macheth. 

“ To say is easy ; to do is difficult.” — Chinese Proverb. 

. 1. Victors versus Vanquished 

W AR,** said Clauzewitz, “ is a continuarion of state 
policy by other means.’* His sentiment might 
equally well have been expressed by the words : “ Policy 
IS a continuation of war. ’ A peace treaty attempts to 
stabilize political and economic conditions, and since the 
universe is change it is certain that sooner or later the rigid 
framework created by the treaty will cither have to be 
modified and revised by common consent, or else it will be 
broken to pieces in a new war. 

The “ expectancy of life ” of a peace settlement will 
depend upon the extent and degree to wliich it is a dictated, 
as opposed to an agreed, arrangement, and upon the disparity 
of strength between the victors and vanquished. 

The treaties which brought the Great War to a close 
were iniposed upon the vanquished, and were sponsored 
by Powers who in 1919 were overwhelmingly superior in 
strength to their ex-enemies. It was clear that only a 
miracle could ensure willing acceptance by the defeated 
of the terms of these documents, and that the overwhelming 
strength of the victors was a source of grave danger to 
future peace since it seemed tliat only by the goodwill of 
the Allies could any use be made of the provisions for 
revision which were cautiously suggested in Article XIX 
of the Covenant. That the victors would voluntarily 
abandon their war gains was as unlikely as that the van- 
quished would abandon efforts to restore in the future the 
position they had lost as a result of the War. 
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Wc Jiavc seen in the Fifth chapter how Germany resisted 
the application of the economic clauses of the Treaty, of 
the grim struggle which ensued and how at Locarno a 
peace settlement was made ; a settlement buttressed by the 
Dawes Plan and underwritten by promises from Great 
Britain and Italy to protect both France and Germany from 
aggression, and an expressed intention by Germany to pin her 
faith to a “policy of fulfilment.” We shall find later on 
that in fact the 1925-26 settlement in Western Europe was 
but an armistice in the struggle between Germany and 
France, but for the moment we must leave it at that 
and devote a chapter to an account of the events wliich 
occurred between 1919 to 1925-26 in Central and Eastern 
Europe. 

The issue was in principle the same as that around which 
** The Infernal Triangle ” had taken shape. On the one 
hand, there was the desire of tlie victors in general and 
France in particular, to consolidate the post-War map of 
Europe. On the other hand, was the desire of tlie van- 
quished to evade the penalties of defeat in war. 

The situation was further complicated by tlie emergence 
of Russia as an “ enemy ” of capitalism, and the activities of 
the Allies between 1919 and 1925-26 can be conveniently 
considered firstly, from the point of view of the terms of the 
Treaties of St. Germain and Trianon, and secondly, from 
the point of view of Russia. 


2. More Salvage Work 

The break-up of the Austro-Hungarian Empire left two 
truncated pillars standing in Central Europe. 

Although die Austro-Hungarian Empire in pre-War 
days had admittedly been a political patchwork into which 
Germans, Croats, Czechs, Slovenes, Magyars, Ruthenes 
and Jews, etc., were sdtehed and embroidered with Hapsburg 
thread, it had considerable claims to economic unity. It 
was then a very large free-trade area with an outlet to 
the Adriatic Sea, a common railway system, a great water- 
way (the Danube) and a common central govemmait. By 
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1920 tills area was split into seven fragments, all separated 
from each other by customs barriers. 

The most desperate circumstances were to be found in 
Austria with her capital city, Vienna. For over four 
centuries Vienna had been the administrative, commercial 
and cultural centre of an Empire and after the War had a 
population of two million. In 1920 this proud and gay 
city found herself the capital of a small agricultural Austrian 
state with an area of 32,000 square miles and a total 
population of under seven million. In theory the Austrian 
and the Hungarian states were scheduled to pay reparations, 
but 1919 had not run its course before the Allies were 
obliged to extend reliefs to Austria. This obligation 
was urgent because of the existence of a proposal to 
unite Germany and Austria into one state (the Anschluss 
movement). Such union was expressly forbidden to 
both Germany and Austria by the Peace Treaties, and 
the possibility that by tins device Germany might com- 
pensate herself for the losses of territory and man-power 
she had suffered at Versailles was a constant preoccupa- 
tion of France and her satelhtes in the Little Entente. 
Upon economic grounds, die arguments in favour of the 
closest possible relationship between Austria and Germany 
were overwhelming, and it was in order to remove if 
possible this economic argument for the Anschluss that 
the Allies moved heaven and earth to rescue Austria from 
her economic collapse. 

For three years the Allies struggled to agree amongst 
themselves as to how to put Austria on her economic 
legs and so permit her to become at least self-supporting, 
even if-— as was soon recognized to be the case — all hopes 
of reparations must be abandoned. At last, in the summer 
of 1922, the Allied Powers suddenly remembered the 
existence of the League, and, with a statement to Austria 
that the Powers could do no more, they threw the utterly 
hopeless problem of Austrian finance to Geneva. 

The manner in which the Financial Committee of the 
League achieved the impossible and devised a scheme 
which, by including in its terms League supervision of 
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Austrian finance, permitted credits to be raised from private 
sources for the financial reconstruction of Austria, astonished 
the pessimists and did much to raise the hopes of those who 
bdieved that the League way was* the only way by which 
to approach intractable international problems. The Austrian 
success proved beyond a shadow of doubt that achievements 
impossible through the “ ordinary diplomatic channels 
became practicable when lifted by League machinery from 
the sphere of national politics into that of co-operative 
international action. The essential difference in practice 
between the two approaches was that external control of 
Austrian finances was essential if credits were to be raised. 
Austria, though in extremis, was still “ sovereign and 
would never have submitted to supervision by a single 
Power even if the Powers could have trusted any one of 
their number to do this work, A League Commission was, 
however, acceptable to both parties. By 1925 the economic 
situation of Austria seemed as secure as could be expected, 
given the underlying handicaps of her absurdly unreal 
economic relationships with areas formerly her markets. 
The tragedy of the Credit-Anstalt crash which inaugurated 
the financial collapse in Europe in 193 1 ^ was mercifully 
hidden from the vision of those who laboured so hard 
to save Austria from the wreckage of the War. 

In the case of Hungary, it was the political ambitions 
of this defeated state which chiefly worried the victors. 
The proud and autocratic Magyars bowed the neck most 
unwillingly to the terms of the Treaty of Trianon which 
deprived them of their king — they obstinately refused to 
abandon the principle of monarchy — and mulcted them 
of much territory. Immediately after the War a Communist 
regime under Bela Kun practised a red terror in Hungary 
from February to August 1919. In order to propitiate the 
growing hostility of the people, “ nationalistic ” incursions 
were launched by Bela Kun into the territories lost to 
Czechoslovakia and Rumania. The latter were only too 
delighted to seize an opportunity of counter-ravaging the 
hat^ Himgarians and they did so with ferocity. In the 

^ See p. 400. 
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autumn of 1919 the Rumanians were in Budapest and had to 
be pressed by the Allies to withdraw.^ In November the 
nobles of Hungary, led by Admiral Horthy, recovered con- 
trol of the country and instituted a White Terror. Horthy 
was appointed Regent. Twice ® the ex-King Charles 
attempted to regain his throne, and each time the Czechs, 
Rumanians, and Jugo-Slavs were thrown into a state of 
alarm at this potential infraction of the Peace Treaty, and 
threatened Hungary with military sanctions. On each 
occasion the Great Allies supported the Succession States. 
These incidents and in generi the complete lack during the 
first few years after the War of any sign on the part of the 
reactionary Government of Hungary of willingness to 
co-operate in the application of the Peace Treaty, convinced 
Czechoslovakia, Rumania and Jugoslavia that tliey would 
be well advised to come together, and in the words of 
M. Benes, the “ permanent ” foreign minister of Czecho- 
slovakia, to form an Entente designed “ to maintain the new 
settlements in accordance with the terms of the Peace 
Treaties.’* 

This was the genesis of the Little Entente concerning 
which a note will be found in the next section of this chapter. 

Although it was principally Hungarian politics which 
jeopardized the post- War settlement, her economic troubles 
were considerable. Their symptoms wxre similar to those of 
Austria, i.e. an unbalanced budget; a rapidly depreciating 
currency; an obvious inability to restore the situation 
without financial assistance firom outside. But there the 
resemblances ceased, because, whereas in the case of Austria 
the victors had good pohtical reasons for the economic 
rescue of Austria (to prevent the growth of the Anschluss 
movement), in the case of Hungary, as we have seen, her 
attitude of truculent resistance to the spirit and the letter 
of the Treaties caused her so to alarm the states on her 
borders that they came together in an Entente for the express 
purpose of keeping her in subjection. 

^ They took with them livestock, rolling stock, machinery, etc., valued at 
£3,750,000. 

® March 27th, 1921, and October 20th, 1921, 
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Notwithstanding her iatemal troubles and the relentless 
economic prcjpsure brought to bear upon her by her neigh- 
bours, Hungary managed to carry on for a number of 
years. Her strength lay in her agriculture ; she could at a 
pinch be more or less self-supporting, and she had no 
Vienna eating the heart out of tne country. But by 1923 
her privations were sufficiently severe to make her feel 
that she must pay the price for outside financial assistance, 
and by the same time the Little Entente felt itself to be 
sufficiently solid to view with approval the extension of 
assistance to Hungary — on conditions. 

By March 1924, a League scheme for Hungarian recon- 
struction was in force. In its technical details it was similar 
to that arranged for Austria. Politically, tlic scheme 
contained provisions of great significance since Hungary 
undertook — as the price of financial assistance — to abide by 
the provisions of the Peace Treaty of Trianon. Up till 
then she had always claimed that it had been forced upon 
her and she had made little secret of the fact that she hoped 
to revolt against its penalties at the first favourable oppor- 
tunity. 

This, then, was the first example of one of the defeated 
Powers voluntarily agreeing to carry out die Peace Trcadcs 
— a precedent to be followed, as we have seen, by Gennany 
in the spring of next year (1925). 


3. The Little Enteute 

We have already noted that the menace of an intransigent 
Hungary to the sanctity of the Peace Treaties was one of 
the immediate causes of the formation of the Little Entente 
first legalized by a treaty between Jugoslavia and Czecho- 
slovakia (August 14th, 1920), and subsequently reinforced by 
alliances between Rumania and Czechoslovakia (April 23rd, 
1921) and between Jugoslavia and Rumania 0 une 7th, 
1921). These political manoeuvres on the part of the states- 
bcncficiaries of the Treaties of Sevres and Trianon were 
wiumly encouraged and in part inspired by France. By 
1920-21 the French Republic was showing signs of being 
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a&aid of the consequences of winning the War. French 
policy in every sphere was dominated by a passionate 
desire to capitalize die security of which the Treaty of 
Versailles seemed to be the documentary guarantee. 
Evidence on this point is to be found on all hands ; in the 
policies towards Germany wliich have been described in 
Chapter V ; m the alliance which she had built up with 
Poland ; in her insistence that the question of security be 
given priority to that of disarmament, a matter which wiU 
be discussed in a later part of this book. It was even to 
govern her economic policy during the great crisis of 
1929-34. The policy of binding together and cementing 
with arms and finance the states of Jugoslavia, Czecho- 
slovakia, and Rumania into a “ Little Entente,’* pledged 
to watch the defeated Powers on the east and south and to 
defend the Treaty of Versailles and dependent treaties by 
force of arms in aUiancc with France, was part and parcel 
of the same obsession. 

By 1925-26 not only was the Little Entente ” expressed 
in the form of a scries of defensive treaties in which Hungary 
was specifically mentioned as the danger, but a practice 
had grown up of periodic consultation between the 
governments and tlie formulation of a common policy for 
use at Geneva. The “ Little Entente ” bloc of forty-two 
million people had to some extent taken the place in Central 
Europe of the Austro-Hungarian Empire, widi its population 
of fifty-one million. 


4. The Cordon Sanitaire 

(<») 

From this account of the problems of Central Europe 
and the settlements, financial and territorial, which arose 
from the downfall of the Hohenzollem and Hapsburg 
Empires, we must pass to survey the wreckage of a third 
Empire, that of the Romanovs. Not only had the Allies 
to consider their attitude towards Soviet Russia, but they 
also had to decide what should be their attitude towards 
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newly-formed states, or embryo states, which had previously 
been part of the Russian Empire. Such states could be 
divided into two categories: firstly, the Baltic States — 
Finland, Latvia, Esthonia and Lithuania, whose independence 
had been recognized by Russia at the Treaty of Brest- 
Litovsk, a treaty which the subsequent victory of the Allies 
made null and void. Secondly, the States of Poland, whose 
independence was laid down in the Treaty of Versailles, 
and Rumania, a country which had taken advantage of the 
general confusion to seize the Russian province of Bess- 
arabia under the plea that it was chiefly inhabited by 
Rumanian nationals. 

As regards their attitude towards Russia, it should be 
noted that during the first three years following upon the 
establishment of die Communist regime in March 1917, 
the Allies wavered between two contradictory policies, 
pursuing first one, then the other, and sometimes both 
simultaneously. Wliile the Great War was still in progress 
they lent moral and material support to the anti-Bolshevik 
movements under Denikin, Wrangel and Koltchak, chiefly 
in order to prevent die Central Powers from deriving the 
fidl benefit from the Russian capitulation at Brest-Litovsk. 
So long as Russia was in confusion, Germany was prevented 
both firom making full use of Russian territories as a much- 
needed source of supply, and also from diverting all her 
forces on the Eastern Front to the struggle in the West. 

With the advent of peace die Allies continued to give 
desultory and half-hearted support to the White Russian 
movements, but were actuated at this time chiefly by their 
fear and hatred of the growing Bolshevik “ menace.” 
There was, however, a considerable section of AUied opinion 
which realized that the stabiliry of any peace setdement 
which might be made in the West would be gravely 
prejudiced by the continuance of this sporadic warfare in 
Eastern Europe. Hence the abortive scheme for a peace 
conference at Prinkipo, wliich has been mentioned in 
Chapter III. By 1920 both these lines of poHcy, severally 
and joindy pursued, having proved failures, and the Bol- 
sheviks b^g still in eficctive occupation of such central 
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authority as existed in the Russian State, the Allies turned 
towards a third line of policy, which was that of en- 
deavouring to isolate the Communisr plague spot behind 
a cordon sanitaire of buffer states stretching from the Arctic 
Ocean to the Black Sea. But before we consider this 
policy we must review the fortunes of the Baltic States and 
say something of the renaissance of Poland. 

{h) 

The Baltic States were inhabited by peoples who had 
long lived restively under the Russian yoke, and with the 
weakening of the Tsarist grip during the War they had 
asserted their claims to autonomy. In this respect they 
received the support of Germany, who as early as 1916 
had made a bid for Polish recruits by proclaiming a Kingdom 
of Poland. German support was further emphasized in the 
terms of the Treaty of Brest-Litovsk, which conferred 
“ independence ” on the Baltic States under the “ pro- 
tection of the German army then occupying these regions, 
and in 1918 a German expeditionary force was sent to help 
repel a Bolshevik incursion into Finland. But when the 
Central Powers collapsed these Baltic states found them- 
selves neighbours of a Red Russia anxious not only to 
regain the harbours on the Baltic which were practically 
her only ice-free outlets to the sea, but also intending to 
use the Baltic states as advanced positions for propaganda 
in the offensive against Western capitalism. In these 
circumstances the Baltic states, much as they feared pene- 
tration by Russian Communism, were yet exceedingly 
anxious to obtain Soviet recognition of their independence, 
for, unlike Poland and the Succession States of Central 
Europe, their frontiers had not been determined at the 
Peace Conference. 

Finland, wliich had declared its independence in December 
1917, and subsequently endured first a Red and then a 
White terror, finally secured Russian recognition of its 
autonomy by the Treaty of Dorpat in October 1920. 
Esthonia received recognition in February 1920, and Latvia 

195 



Our Oum Times 


in August 1920. Lithuania was recognized by Russia in 
July 1920 in the hope of securing her co-operation against 
Poland. 

The newly-formed state of Finland was admitted to the 
League of Nations on December i6th, 1920, and Bsthonia, 
Latvia and Lithuania were admitted on September 22nd, 
1921. 

We must now describe the renaissance of Poland. 


w 

The cockpit of Eastern Europe, which before the par- 
titions had constituted a buffer state between the rival powers 
of Prussia, Austria and Russia, was in consequence the 
main arena of die war on the Eastern Front. The inhabi- 
tants of these contiguous areas on the frontiers of the 
belligerent Powers had for many years cherished dreams 
of recovering their independence and expressing it in a 
revived Polish state. On the outbreak of hostilities both 
the Allies and the Central Powers began to bid for Polish 
recruits by promising them independence as the reward 
of victory. Pohsh opinion was divided. One section, led 
by Dmowski, favoured co-operation with Russia and the 
Entente Powers; another, represented by the mihtary 
adventurer Pilsudski, who for many years had been training 
a band of Pohsh troops in readiness for the war of liberation, 
pinned its faith to Austria. 

In November 1916, a Kingdom of Poland, excluding 
Austrian or Prussian Poland, and rouglily corresponding in 
size to the Napoleonic Duchy of Warsaw, was proclaimed 
by the Germans, as a bait for Pohsh support. The Tsar by 
way of a counterblast announced the following month his 
intention of granting Polish autonomy, and the revolutionary 
government which succeeded him endorsed this ukase. 
The Allied War Aims as formulated in 1917 included the 
liberation of Poland amongst the list of their objectives, 
and a similar declaration was embodied in President Wilson’s 
thirteenth point. By 1918 the Poles, antagonized by the 
German blunder of imprisoning Pilsudski, threw in their 
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lot with the Allies, and by June 1918 a Polish legion was 
fighting on die Western Front. 

At Paris in 1919 the Poles attended as an Allied belligerent 
Power, and from that setdement there arose a new Poland, 
which though not as large ^as the ancient kingdom at the 
time of the first partition in 1772, had an area of approxi- 
mately 1 50,000 square miles. The first Prime Minister of 
the Polish Republic was the famous pianist Paderewski, but 
the dominant personality in the land was Marshal Pilsudski, 
the uncrowned king of Poland. Tlie key-note of the policy 
of diis remarkable man was the attempt to restore the 
frontiers of 1772 and to make Poland the head of an anti- 
Bolshevik confederation in Eastern Europe. 

We shall reserve to a later passage our account of the 
difficulties which arose over the settlements of the Polish 
frontiers, and now return to the story of the Baltic States. 

W 

Wc have seen that about the period 1920-21 there had 
come into existence to the west of Russia a number of 
independent states which seemed admirably suited to form 
the links in the cordon sanitaire within wliich at diis time the 
Allies hoped to isolate Red Russia. The full development 
of diis policy was, however, hindered by the quarrels 
wliich arose between the prospective members of this 
barrier. They were quarrels which cliiefly centred round 
Poland, who was for several reasons in a chiferent category 
from the rest of the “ new ” states of Eastern Europe. In 
so far as she was heir to Hapsburg and Hohenzollern territory 
as well as to that of the Romanovs, the position of Poland 
came within the cognizance of the Peace Conference at 
Paris, Moreover, Poland claimed as part of her old heritage 
a district of Lidiuania which included the town of Vilna. So 
that during this period of “ war after the war ” Poland found 
herself, in distinction from the rest of the new states, 
involved in quarrels not only with Russia, but with Ger- 
many, with Czechoslovakia and with Lithuania. Finally, 
inspired by memories of bygone glories, Poland was not 
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content to be one amongst a number of succession states, 
but aspired to the leadership of Eastern Europe, an ambition 
which won the cordial approval of France. Another 
illustration of the lack of co-operation which existed 
between the new states is afforded by the failure of various 
attempts to bring about a hloc based on the fact that all these 
states were in a general way beneficiaries of the Allied 
victory. 

For instance, Finland, disgusted with the aggressive 
attitude of Poland, decided to link her fortunes with those 
of the Scandinavian countries, who kept clear of alliances 
and entanglements and pinned their faith to the League. 
This rapprochement was greatly facilitated by the League 
settlement in 1922 of the Finnish dispute with Sweden over 
the Aland Islands. 

Latvia and Esthonia, who concluded a defensive alliance 
with each other in 1923, endeavoured to form a bloc of 
ex-Russian states. Conferences were held at Helsingfors 
in 1921 and at Warsaw in 1922, but it was soon found 
impossible to get eitlicr Finland or Lithuania to co-operate 
with Poland. Accordingly, Latvia and Esthonia, as anxious 
to revive the Russian trade through their ports of Riga 
and Reval as Russia was to secure an outlet to the sea, 
began timidly to cultivate the friendsliip of their formidable 
neighbour. Progress was difficult, as Russia accused these 
two states of being the headquarters of capitalist espionage, 
whereat they replied by charging Russia with fomenting 
the Communist outbreak which occurred at the end of 1924. 

Of all the Baltic states Lithuania was the most friendly 
towards Russia, chiefly in order to secure Russian support 
in her struggle vuth Poland. This struggle centred about 
the towms of Vilna and Memel. Vilna, which the Lithu- 
anians considered as the obvious capital of their new stare, 
was claimed by Poland on historic grounds. The dispute 
was referred to the League and a plebiscite was ordered. 
But meanwhile, in April 1918, the Poles had occupied the 
dty, and, since no intemarional force was available to bell 
the cat, proceeded to conduct a plebiscite under conditions 
guaranteed to produce the desired result. In 1923 the 
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Coilfcrmce of Ambassadors endorsed the principle that 
possession is nine points of the law, and awarded Vilna to 
Poland, despite the continued protests of Lithuania. Memcl, 
a strip of territory on the right bank of the Niemen, which 
was ceded by Germany unefcr the Peace Treaty, destination 
unknown, was also a bone of contention between these two 
states. In January 1923 the Lithuanians, profiting by the 
Polish example at VUna, invaded Memel and drove out the 
French troops who were in occupation pending the final 
discussion as to its ownersliip. Tne Allies made a formal 
protest and backed it up with the dispatch of French and 
British warships, but the Lithuanians hung on like grim 
death. Finally, in May 1924, Memel was ceded to Lithuania, 
subject to certain stipulations with regard to the rights of 
minorities and the transit of PoHsh timber. This time it 
was for Poland to protest. 


w 

We left the story of modern Poland at a point where we 
mentioned that Marshal Pilsudski, the de farto ruler of 
Poland, was committed to a policy of extending the 
boundaries of his country approximately to those she had 
enjoyed in 1772. This pohey, as wc have seen, involved 
Poland in quarrels with her neighbours, notably Lithuania. 
It had even more serious repercussions elsewhere, involving 
Poland and indirectly the ex-Allied Powers in controversies 
with both Russia and Germany which were a menace to 
the peace of Europe for many years to come. 

To deal first with the Polish-Russiaii disputes. As has 
been already mentioned, the setdement of the western 
frontiers of Poland came within the purview of the Allies 
in conference assembled. The drawing of the western 
boundaries of Poland across the territories of disarmed and 
prostrate foes was a matter which at first seemed to present 
few difficulties, though likely to provide much controversy 
in tlie future. The eastern frontiers, owing to the fact that 
Bolshevik Russia, though a hostile menace, was not 
technically an enemy, and certainly not a defeated one, 
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presented immediate dfficultics. A provisional frontier, 
tbc so-called “ Curzon line,’' was laid down in 1919 by 
the Supreme Council, but was disregarded alike by the 
Bolsheviks who, following the withdrawal of the German 
armies in November 1918, had proceeded to invade White 
Russia and the Ukraine, and by the Poles. 

In December 1919 the Soviet Government made peace 
overtures to the Poles which the latter rejected, and at 
the same time Poland amiounced that she could not 
accept the Curzon line. Paderewski, unable to control 
the domestic situation, resigned office and Pilsudski 
redoubled his expansionist efforts. At the beginning 
of 1920 the Baltic states, observing the coUapsc of the 
White Russian offensives (Denikin, Wrangel, Koltchak), 
deemed it wise to make peace with their powerful neigh- 
bour. Russia then considered that circumstances were 
favourable for an advance on Poland. The Russian 
policy was compounded of two motives. For the one 
part an advance westward over Poland, one of the 
traditional bulwarks of Western Europe against Eastern 
invaders, would bring nearer the day when the armed 
forces of Communism as well as its propaganda would 
assault the strongholds of capitahsm. For the other part, 
although at the dace now being considered the motij of 
world revolution was dominant in Russian policy, the 
very bourgeois and nationalistic desire to keep Russia for 
the Russians was also present. (In later years this second 
aim was to swamp the ideal of world revolution and in 
Lmin was to lie embalmed the apotheosis, not of inter- 
nationalism, but of Russian socialized nationalism.) To 
defeat the Poles was both to help on world revolution and 
to protect the Russian state from spoliation. In March 
I9;^o, Pilsudski rejected a second scries of Russian peace 
proposals, and with fiery' Pohsh arrogance demanded a 
Poland with the frontiers of 1772. 

By July 1920, the Soviet troops were near the outskirts 
of Warsaw, and Poland was urgently appeahng for help 
to the Supreme Council. The Allies were in a grave 
dilSctilty since, much as they feared a Russian victory, 
200 



Central and Eastern Europe, 1919 to 1925-26 

they were unable to commit themselves to a new war 
witn Russia. France urged vigorous action ; Great Britain 
sat on the fence, but eventually a mission was sent to Warsaw 
consisting of the French Gmeral Weygand and a staff. 
He rallied the Polish military command and at the Battle 
of Warsaw (August 1920) the tide of invasion was turned. 
Opinions differ as to the extent to which Pohsh military 
prowess, French tactical genius and Russian lack of organiza- 
tion contributed to tliis result. In March 1921, the Treaty 
of Riga between Russia and Poland, by which each state 
recognized die other’s independence, brought the dispute 
to a close, and in fact settled the eastern frontiers of Poland, 
though their ahgnmeiit was not “ officially ’* recognized 
by the Powers as settled until February 1923.^ 

The western frontiers of Poland provided the Allies with 
two problems of a serious character : one of these was that 
of Upper Silesia, the other was the Pohsh Corridor. We 
shall examine these questions in rather more detail than is 
strictly permitted by the scale of tliis book, because their 
intricacies were typical of the kind of problem which 
confronted the Allies in their efforts to carry out the Peace 
Treaties. 

“ Of ail the questions whose solution was adjourned by 
the Treaty of Versadles dicre was none more arduous, 
more painful or more formidable than that of Upper 
Silesia.” Thus spoke M. Calondcr, President of the 
Conference on Upper Silesia, which was held in 1921. 

Upper Silesia had, for dynastic reasons, separated from 
Poland durmg the Middle Ages and had thrown in its lot 
with the Kingdom of Bohemia. In 1526 the ” Duchy of 
Silesia ” Iiad, with the rest of Bohemia, become incorporated 
in die dominions of die House of Hapsburg. In 1742, as 
the result of the victory of Frederick the Great over the 
Austrian forces of the Empress Maria Theresa, Silesia was 
transferred to Prussia. After that date its great economic 
resources were rapidly developed by German capital and 
Polish labour until, at the time of the War, it had become 
second only to the Ruhr district in industrial importance. 

^ At this date “ recognition was very important to tlie Bolsheviks. 
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The area of Upper Silc&ia is about 11,000 square kilometres ; 
it is immemcly rich in coal, iron and zinc ; the population 
at the end of the War was about two million, of whom 
two-thirds were Polish and about one-third German, ' 
When the Polish state was reconstituted under the Treaty 
of Versailles the question immediately arose as to what 
was to be the destiny of Upper Silesia. The Poles main- 
tained that ethnologically it was a part of the ancient 
Kingdom of Poland ; the Germans maintained that, 
economically speaking, it was an integral part of Germany. 
The peacemakers at Versailles felt that the problem was 
too oifficult and too important to be solved out of hand, 
and accordingly it was laid down in the Treaty that a 
plebiscite should be held to determine the future destiny 
of the district, and that, in the meantime, 500,000 tons of 
coal a month should be exported from Upper Silesia to 
Germany, free of duty. An Inter-Allied Commission, 
backed by a detachment of Allied troops, was appointed 
to rule the country until the plebiscite was held, and this 
Commission was charged with the unenviable duty of 
seeing that the plebiscite was conducted without inter- 
ference or undue pressure from the Germans and the Poles. 
The result of tlic plebiscite, which was held in March 1921, 
did litde to solve the difficulty. Of the 1,190,846 voters, 
479*359 voted in favour of incorporation with Poland, and 
707,605 in favour of incorporation with Germany. It was 
alleged that large numbers of the Pohsh working classes 
employed by German industriahsts voted in accordance 
wim the wishes of their masters. Accordingly, in August 
1921, the Supreme Council of the Allies referred the whole 
thorny question to the Council of the League. In October 
of the same year the Council issued a report which was 
adopted in the following month by the Conference of Am- 
bassadors — the body which had superseded the Supreme 
Council as the chief executive of the ex-Allicd Powen. 
This report provided that the territory in dispute should be 
divided between Germany and Poland roughly in proportion 
m die number of votes cast on each side. The north-western 
part of Upper Silesia went to Germany, and the south- 



CMral and Eastern Birope, 1919 to 1925-26 

eastern part to Poland. It is significant that in the Polish 
area were to be found 53 out of the 67 coal mines, 21 out 
of the 37 blast furnaces, 9 out of the 14 steel-rolling mills, 
and 226,000 tons out of the annual output of 266,000 tons 
of zinc — or 70 per cent, of the entire pre-War German 
zinc output. The League report recognized that great 
diificulties would arise over such matters as the sudden 
transition from German to Polish currency, the reorganiza- 
tion of railways, water and electricity supplies, the treatment 
of minorities and the expropriation (subject to due com- 
pensation) of the owners of private property. It accordingly 
provided for the immediate negotiation of a Polish-German 
convention which should draw up a modus vivendi on all 
these problems for a period of fifteen years. Pending the 
conclusion of such a convention, the territory was to con- 
tinue to be administered by an In ter- Allied Commission, 
to which was entrusted die demarcation of the nevr frontier 
on lines drawn up by the League Council. This Intcr- 
Allicd Commission was to have the advice of a mixed 
commission of Poles and Germans in equal numbers under 
the chairmanship of a neutral appointed by the League, 
and a Tribunal for Appeals was set up, composed of one 
German, one Pole and a neutral president. The Upper 
Silesia Conference accordingly met at Geneva under the 
chairmanship of a Swiss, M. Calender, and in May 1922 
a convention, consisting of 606 articles, more voluminous 
and more technical than die Treaty of Versailles itself, was 
signed. It covered such questions as the administration of 
die railways, of the water and electrical systems, monetary 
system, postal services, customs regime, social insurance, 
tne conditions regulating employers’ and workmen’s 
federations, the rights of minorities and the expropriation 
of private property, for a term of fifteen ycars.^ In July 
1922 the Alhed army of occupation left the country. 

It soon, however, became evident that several of these 
questions, notably that of minorities and that of the 

‘ On the expiry of this Convention in 1937 it was replaced by a German- 
Polish cxdmge of undertakings to maintain the rights of tlidr respective 
tninoritieei. 
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expropriation of private property, were far from being 
sadsfaaorily arranged. 

The rights of minorities in Upper Silesia had been 
inckded in the guarantee given to minorities in general 
by the League of Nations. A time limit was granted during 
which Polish residents in the German area and German 
residents in the Polish area might exercise the right of 
transferring themselves and their property to the sovereignty 
of the state to which they preferred to belong. In practice 
this matter gave rise to great difficulties. 

With regard to the expropriation of German property 
in Poland there were also considerable difficulties. Whilst 
the Poles, for reasons of economic solidarity, were anxious 
to take over from German owners the control of land and 
factories within their new boundaries, the Polisli Govern- 
ment was embarrassed for lack of the funds necessary to 
compensate such owners, with the result that by September 
1926 the German Government presented to tlie Polish 
Government a bill for 521,000,000 marks under this head. 

Further difficulties arose out of the commercial relations 
of the two countries. The 500,000 tons of coal a month 
which the Allies, out of regard for German ectmomic 
necessities, had provided should be exported duty free from 
Polish Silesia, soon became an embarrassment rather than 
an asset to Germany. During the period of the Frcncli 
.occupation of the Ruhr this coal was welcomed but after 
the evacuation coal became a drug on the market, and by 
June 1925, Germany announced that she would rake no 
more Polish coal. Since Germany absorbed no less tlian 
50 per cent, of the total Polish exports, wfficrcas Poland 
only took 6 per cent, of German products, Germany was 

a strong position. In 1925, after the termination of the 
period of five years' unilateral free trade between Poland 
and Germany provided for by the Treaty of Versailles, 
a tariff war began between the two countries. So much 
for Upper Silesia. The other great problem connected with 
die western frontiers of die New Poland was that destined 
to become notorious as the question of the so-called “ Polish 
Corridor.'’ 
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It was said by Frederick the Great of Prussia that “ Who- 
ever holds the course of the Vistula and Danzig is more 
fully master of that country [Poland] than the King who 
reigns over it.” It was this conviction which induced him 
to annex, under the first partition in 1772, the enclave of 
Pohsh territory which lay between Pomerania and the 
Duchy of East Prussia and which subsequently became 
known as West Prussia.^ When the time came to draw 
die western frontiers of Poland, the map-makers were 
confronted with a matter of great difficulty. Poland, not 
unnaturally, demanded that the Allies should carry out 
Wilson’s thirteenth point, which ran as follows : “ An 
independent Pohsh State should be created wliich should 
include the territories inhabited by indisputably Polish popula- 
tion wliich should be assured a free and secure access to the sea 
and whose pohtical and economic independence and 
territorial integrity should be guaranteed by international 
^ This meant that West Prussia, or part of it, 
must be rcincorporated in the new state. But how could 
tliis be done without violating the most elementary con« 
siderations of equity? On a conservative estimate^ 42*5 
per cent, of the population of the area in dispute were 
Germans. Danzig was the outlet not only for Polish trade, 
but also for that of the German regions on the Vistula : it 
would entail cutting in two sections the German railway 
system which ran from east to west: moreover, it meant 
driving a wedge through Prussia, the home of the Junkers. 

As finally arranged, Danzig with a hinterland of 750 
square miles was made a Free City under the League, whilst 
Poland’s outlet to the sea was provided by the cession to 
Poland of a strip of territory, rouglily 100 miles long from 
north to south, and 50 miles wide stretching from Gdynia 
to Bromberg. This Polish Corridor ” was to prove a 
source of constant quarrels between Germany and Poland. 
The German attitude is shown by the erection in West 

1 Dan/ig and die Pwvnice of Posen were not annexed by Prussia until the 
second partition in i793* 

* IralicA mine. — S. K.-H. 

* 'ITicre almost as many estimate* of tiie ligures of population as there 
were Poles or Germans in the area under dispute. 
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Prussia &diig the Polish Corridor of a moniument beaxing 
the ittscriprion ** Never forget, Germans, of what blind 
hatred robbed you ! Friction was somewhat cased by 
the German undertaking at the Treaty of Locarno “ not to 
resort to war for the alteration of her eastern frontier.”^ 
Nevertheless Poland felt in need of firmer guarantees of 
her frontiers, especiaDy her western frontier, than were 
provided by the Treaty of Versailles. Failing in her attempts 
to establish an ascendancy over the Baltic States she turned 
for support to Rumania, a state which had a powerful 
interest in the maintenance of the post- War settlements, 
both as regards her western frontiers, greatly extended at 
the expense of Hungary, and as regards her eastern 
boundaries which included Bessarabia, formerly a province 
of Russia. A defensive alliance between Poland and 
Rumania was signed in March 1921. An event of even 
greater significance was the treaty concluded a month 
previously between Poland and France. These two treaties. 
Eke those which created the Little Entente, were part and 
parcel of the general desire of the states-benefidar)^ of the 
Peace Treaties to take out insurance poheies against the 
danger of revisionary action by the defeated Powers or by 
the outcast Russia. Tlie preambles to the two Polish treaties 
explain their purpose. That with France begins : 

The Pohsh Government and die French Government, 
both desirous of safeguarding by the maintenance 
of the Treaties which both have signed ... the peace 
of Europe, the security of their territories and their 
common political and economic interests, have agreed as 
follows . , 

That with Rumania starts : 

“ Being firmly resolved to safeguard a peace which 
was gained at me price of so many sacrifices (Poland) 
tad (Rumania) have apeed to conclude a Convention 
for a defensive alEance.*^ 

^ An undeitaking which vm reaffirmed in more definite terms at the dme of 
die PoUdi-German Pact of January 1934. See Chapter XXXIII, pp. 711 et jray. 

zm 



Central and Eastern Europe, 1919 to 1925-2$ 

Thm it may be seen that the war after the war in Central 
and Bastem Europe resulted in a stabilization of the new 
frontiers. New maps of Central and Eastern Europe could 
now be printed without the fear that they would become 
obsolete overnight. The heirs of the Hapsburg monarchy, 
fortified by the formation of the Litde Entente, were 
sitting down to take stock of their new possessions. On the 
cast the Bolshevik drive towards Western Europe had come 
to a standstill and, whilst the attempt to form a solid cordon 
sanitaire from the Arctic to the Black Sea had broken down, 
mainly owing to the disintegrating ambitions of Poland, 
the Baltic States were firmly established in the north and 
Poland had come to terms with Rumania in the south. 

The keystone of the arch of anti-revisionist forces both 
in Central and Eastern Europe was France. Working 
through the Little Entente, she kept Austria and Hungary 
in subjection ; by her alliance with Poland, who in turn 
was allied with one of the Little Entente Powers, France 
both controlled revisionist movements in the east and 
hnked together the two groups of Powers in Central and 
Eastern Europe whose interests were vitally bound up wdth 
the maintenance of the Peace Treaties. As in the west of 
Europe, so in the centre and east — the Treaty worked. 
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CENTRAL AND EASTERN EUROPE — U 

“ Wliat tlie ears hear is not like what die eyes see/' — Chinese Saying, 
When we take off onr boots and stockings to-day, 

That we shall wear them to-morrow who can say ? ” — Chinese Sa5dng, 
(Attributed to a Minority.) 

“ If you know of a better ’ole — go to it” — B ruce Bairnsfather. 


I. Italy versus Jugoslavia 

I N Chapter V wc examined the story of die first five 
or six years of the post- War period as it was focused 
in Western Europe. It was here that the struggle between 
those who were attempting to crystallize the post-War 
seidemcnt and those whose hearts were set on revision 
was most acute. In peace, as it had been in time of war, 
it was the Western Front — France versus Germany — which 
was recognized as the key conflict. But just as during the 
War the central campaign in the West was accompanied 
by a scries of subsidiary campaigns whose fortunes both 
waxed and waned with those of the greater struggle, as 
well as exercising indirect influence thereon, so in the war 
after the war dicre were the subsidiary clashes between 
viaors and vanquished m Central and Eastern Europe, 
indireedy coimected with the great struggle between victor 
and vanquished in the West. These subsidiary struggles 
wliich took place in Central and Eastern Europe fell into 
three categories. There were the post-War disputes 
between victors and vanquished as illustrated by the clash 
between the cx-cnemy states of Austria and Hungary and 
the Litde Entente; there were the disputes between post- 
War states such as Poland and the Baltic states and between 
Poland and Soviet Russia. These two sets of quarrels 
have been described in the preceding chapter. There remains 
a third category of conflict, that in which two ex-Allics, 
aoS 
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Serbia (enlarged into Jugoslavia) and Italy put forward 
conflicting claims to territories previously ruled from 
Vienna* 

Italy after die War was in the delicate position of being 
a victor Power by no means wholly disposed to support 
the Peace Treaties. Her troubles dated back to the cynical 
self-interest which had governed her cntr)' into the War, 
The secret Treaty of London, which gravely embarrassed 
France and Great Britain in their dealings with President 
Wilson at the Peace Conference, gave rise to further 
difhculties after the Treaty was signed. The promises made 
to Italy were inconsistent not only with the Wilsonian 
doctrine of self-determination, but also in direct conflict 
with the aspirations of the Serbs for a greater Serbia, to 
be known as Jugoslavia, the kingdom of the Serbs, Croats, 
and Slovenes. Throughout the War the Slavonic subjects 
of the Austro-Hungarian Empire had shown marked 
hostihty to the Central Powers and had deserted in large 
numbers to the Entente armies. A Jugo-Slav committee 
was formed in London in 1915 and, in the declaration of 
war aims formulated by the Entente Powers in December 
1917, the liberation of the Jugo-Slav peoples was included 
in the list of objectives. From the time of the Secret Treaty 
of London there were signs of a growing conflict between 
the Adriatic designs of the Italians and the ambitions 
cherished in the same region by the Jugo-Slavs. The 
population on the eastern shores of the Adriatic was a 
mixture of Italians and Slavs, and whilst Italy was bent 
upon securing naval supremacy in the Adriatic, an outlet 
to the seaboard was considered by the Jugo-Slavs to be 
essential to die future econoinic welfare of their projected 
state. 

The compromise reached at Paris between die demands 
of Jugoslavia, the ideals of President Wilson and the 
claims of Italy was entirely unsatisfactory to the Italians, 
but though their delegate temporarily retired from the 
Conference,^ better terms could not be gained. This 
failure of Italian foreign policy played its part in preparing 
^ See p. loo. 
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die ground for die overthrow of the quasi-democradc 
parliamentary system, whose successor, the Fascist Govern- 
ment, was at the outset strongly nationalistic. Mussolini, 
busy at home creating the conviction that the Italian was 
a man to be reckoned with, was bound to stimulate this 
sentiment by taking a firm line abroad. The situation under 
the old regime — ^the sitting at conferences in the role of 
the poor relation — was to be avoided at all costs. Before 
Mussolini seized power his movement had received 
numerical and moral support from the Fiume episode. 
This was due to an expeditionary force which, defying the 
Allies and the Italian and Serbian Governments, had seized 
Hume. Ill its complications “ The Fiume Question ” 
provided a southern parallel to the Upper Silesian problem, 
and it is worth describing as another example of the type 
of difficulty which arose in coimection with the Peace 
settlements. 

At the end of the War the troops of the rival claimants 
to Hume — Italy and Serbia — ^had caused so much unrest in 
Hume that an Inter-AUied Commission had been placed in 
charge of the town. Suddenly, to the discomfiture of the 
statesmen wranghng in Paris, Gabriele D’Annunzio — poet, 
warrior and poseur — took the law into his own hands, 
and, collecting a band of fellow-nationalists at Ronchi, 
neat Trieste, seized Fiume on September 12th, 1919. Paris 
was left gaping. The Allied Commission had for some 
time been practically entirely Italian-controlled ; a battalion 
or two of British and French troops could do nothing in 
face of colleagues deserting en bloc to the ncw-comers, 
and the only course was to abandon the town. D’Annunzio, 
drawing up his own constitution, settled down to rule an 
autonomous state. This he did for a year, entertaining the 
population with flamboyant demonstrations of national 
sentiment, a role at which he was a past-master, while 
carrying on acrimonious discussions with me Rome Govern- 
ment — which was thus placed in an awkward position 
vijh^is the AUics — ^as to the way in wliich the future of 
die whole Adriatic question should be determined. When 
be jpcfused to recognize a treaty signed by Signor Giolitti’s 
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government in which part of the town was promised to 
the new Kingdom of me Serbs, Croats and Slovenes, the 
situation became intolerable, and in December 1920, in 
face of military pressure, he was obliged to retire to his 
villa on Lake Gar^. His followers, filled with the righteous 
conviction that they had won Rume for Italy and then been 
abandoned by the supine parliamentarians in Rome, flocked 
into the Fascist Party. D’Annunzio was pensioned. The 
story goes that Mussolini said of the poet-warrior : ** He is 
like a hollow tooth, when it is empty it aches. One must 
fill it with gold.” 


A further incident between Italy and an ex-Allied govern- 
ment occurred on August 31st, 1923, when news arrived that 
the Italian fleet had bombarded the defenceless citadel of 
the Greek island of Corfu, then tenanted by Greek refugees 
from Anatolia/ and that Itahan troops had seized this 
Greek possession. The occasion for this exliibition of the 
iron hand was the fact that an Itahan general, working for 
the Council of Ambassadors at the business of setthng the 
frontiers of Albania, had been murdered on Greek soil. 
After some weeks of international anxiety the incident was 
cleared up by Greece paying an indemnity of 50,000,000 
lire. 

It was not till 1924 that the vexed question of Fiume and 
the wider issue of Itahaii-Jugo-Slav relations in the Adriatic 
were setded at Rapallo in a series of agreements by which 
Fiume became Italian and Jugoslavia received certain 
concessions. 

The story of these later negotiations provided strong 
evidence in support of Mussolini’s claims to statesmanship 
and peacefulness, a claim further reinforced through the 
participation by Italy in the Locarno treaties as a co- 
guarantor with Great Britain of the Franco-German frontier. 

As may be easily imagined, the tangled story whose 
threads we have endeavoured to trace in this chapter and 
its predecessor played havoc with the distribution of 

^ See p. 178. 
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nationality. It threw into proniincnce the question of 
Minorities, and we must now examine this subject. 

2. The Minorities^ Problem 

We have already had occasion to compare die struggles 
which arose around the peace settlements with the nature 
of the War, and we can carry the comparison a stage 
further and ask whether during the conflicts concerning 
the peace settlements there were people who occupied a 
position similar to that filled by the neutrals during the 
War. In a sense — though the analogy must not be pressed 
too far — die Minorities were such peoples, for they were 
the helpless victims of treaty arrangements over which they 
had exercised little control. 

The Minorities problem, whether in its racial, religious 
or cultural aspects, has an ancient history. The record of 
Jewry, after the dispersion, is a long story of the tragedy 
of a Minority. The growth of natioiialisni during the 
ninetccndi century often caused the dominant nationality 
in a state to embark upon a process of “ nationalization of 
minorities ” in order to make die stare into a homogeneous 
unit, whilst the minorities counter-attacked by demanding 
independence and seeking the support of some national 
group beyond the frontiers of die state in wliich they were 
being oppressed,* 

As a result of the great reshuffle of sovereignties which 
took place in 1919 it is probable that in an area in which 
dwelt about 104 million persons, no less diau 80 million 
found themselves enjoying or lamenting new nationalities. 
It is with those in lament that wc are here concerned. The 
Peace Treaties were supposed to be based upon the Wilsonian 
doctrine of self-determination, and though it seems justifiable 
to say that on balance the new frontiers reduced die sum 
total of those living unwillingly under aheii rule, yet 
injustice was often the price of justice. 

1 A national minority has. been defined as a body of people bound together 
by a consciousness of kind, wltidi feels itself separate and different from the 
naticmaiUty which dominates die state. 

* Sec Chapter I, p. 1 1. 
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As a result of the Treaties it is estimated that the foEowing 
substantial minorities groups were created : 

German ... 8 million 

Ruthenians . . 4 „ 

Magyar ... 3 

Bulgar . . . ij 

Jugo-Slav . . in 

** Minorities newly created by the transfer of territories 
were in many cases put under the domination of nationalities 
whom they considered culturally their inferiors ; frequently 
in these cases nationalities formerly oppressed became the 
masters of their oppressors. Widi the memory of their 
sufferings still fresh in their minds, they threatened unex- 
ampled vengeance on their erstwhile masters.” ^ 

In order to protect these minorities the cliicf Alhed and 
Associated Powers forced Czechoslovakia, Poland, Jugoslavia, 
Rumania and Greece to bind themselves by treaty to respect 
the rights of minorities within their borders. 

In addition to these special treaties, appropriate clauses 
were mserted m the Peace Treaties, and there are also a 
great many “ special declarations ” and conventions which 
have been made to deal with various aspects of the minori- 
ties question. There is a general framework common to 
practically all these instruments, whilst most of them contain 
special provisions in favour of certain minorities. 

The general clauses are recognized as fundamental laws 
against which no law, regulation or official action shaE 
conflict or prevail. The general rights are as follows : 

(i) Rights in favour of all inhabitants, without dis- 
distinction of birth, nationality, language, race or 
religion : 

(a) full and complete protection of life and 

liberty ; 

(b) free exercise, public and private, of any 

religion not inconsistent with public order 
or private morals. 

^ Foreign Policy Report, vol. vii. No. November 25th, 195T. 
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(a) Right to aoqwe nationality. 

{3) Rights in &vour of all nadoiials, widiout distinction 
of race, language or rdieion. Equality before the 
law and enjoyment of me same civil and political 
rights. 

(4) Rights in favour of members of racial, religious and 
linguistic minorities (only non-Moslem minorities 
in Turkey) : 

(ij) Difi'crence of religion to constitute no bar 
to admission to public employment, etc., 
or to the exercise of professions and 
industries. 

(b) Unrestricted use of their language in private 

intercourse, commerce, the Press, etc. 

(c) Adequate faalities, notwitlistanding die adop- 

tion of an official language, for the use 
of their language, orally and in writing, 
before the Courts. 

(J) Equal right with odier nationals to establish 
and maintain at their own expaisc 
charitable, religious, social and educa- 
tional institutions, etc. 

(f) In towns and districts where there is a con- 
siderable proportion of members of a lin- 
guistic community, adequate facilities for 
primar}' instruction through the medium 
of the child’s own language ; where there 
is a considerable proportion of members 
of any minority, an equitable share in 
state fimds provided for educational, 
rehgious or charitable purposes. 

The minorities are not parties to the treaties and instru- 
ments mentioned above, they are merely beneficiaries of 
certain rights, the fulfilment of which they cannot in their 
own right demand. The enforcement of the minority 
treaties depends pardy upon the fact that the “ general 
rights ** are recognized by the states which have assumed 
imsemarional ob%ations with respect to their minorities as 
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being “ fundamental laws/* and partly upon the guarantee 
of the League of Nations. The guarantee of the League is 
contained in the following article (quoted from the Polish 
Treaty) : 

“ Poland agrees that the stipulations in the foregoing 
Articles, so far as they affect persons belonging to racial, 
rchgious or linguistic minorities, constitute obligations of 
international concern and shall be placed under the 
guarantee of the League of Nations. They shall not be 
modified without the assent of a majority of the Council 
of the League of Nations. The United States, the British 
Empire, France, Italy and Japan hereby agree not to 
withliold their assent from any modification in these 
Articles wliich is in due form assented to by a majority 
of the Council of the League of Nations. 

“ Poland agrees that any Member of the Council of 
the League of Nations shall have the right to bring to the 
attention of the Council any infraction or any danger of 
infraction, of any of these obligations, and that the Council 
may thereupon take such action and give such direction 
as it may deem proper and effective in the circumstances. 

“ Poland further agrees that any difference of opinion 
as to quesaons of law or fact arising out of these Articles 
between the PoHsh Government and any one of the 
Principal Allies and Associated Pow'crs or any other 
Power, a Member of the Council of the League of 
Nations, shall be held to be a dispute of an international 
character under Article 14 of the Covenant of the League 
of Nations, The Pohsh Government hereby consents 
that any such dispute shall, if the other party thereto 
demands, be referred to die Permanent Court of Inter- 
national Justice. The decision of the Permanent Court 
shall be final and shall have the same force and effect as 
an award under Article 13 of the Covenant.’* 

An elaborate procedure, based on a series of resolutions 
of the Council of the League, has been established at Geneva 
for the application of ‘‘The Minorities ** treaties. Par- 
ticulars of this procedure will be found in the Chapter on 
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the League of Nations. Some indication of the extent to 
which it has been used is given by the following statistics. 

The Secretary General of the League reported that lOl 
petitions had been received from minorities during the 
period 1931-32. Of these 21 had been declared non- 
receivable; 80 liad been transmitted to Committees of 
Three. Forty-nine Committees had been convoked, and 
had held 58 meetings, besides 90 meetings of 45 Committees 
to continue examinations of petitions received during a 
previous year. The examination of 48 petitions had been 
concluded during the year; this included 28 received 
during a previous year. During tliis period three cases 
(each involving several petitions) came before the Council ; 
these involved the Ukrainians in Pohsh East Galicia, the 
Germans in Western Poland and the Szeklers in Rumania. 
Seven cases came before the Council under the Upper 
Silesian procedure. 

Although the minorities and their friends have never 
ceased to complain of the ineffectiveness of the safeguards 
provided and the refusal of some states to accept minority 
treaties, it is probable that on the whole the existence of 
the machinery of the League and the publicity which the 
grievances of minorities have received have improved 
“ minority conditions as compared with the pre-War 
state of affairs.^ On the other hand, there is much to 
be said for the creation at Geneva of a special minority 
commission analogous to that which supenntends the 
execution of the mandates. Again, it is a fact that intolerance 
and oppression by tlic ruling nationality has frequently 
been equalled in intensity by die refusal of the minority to 
accept their obligations as nationals of their new state. 

The whole question is, in fact, -but one aspect of the 
wider issue of co-operation within a state and between 
states. If, for example, relations between Germany and 
Poland arc strained, the Poles in Germany and the Germans 
in Poland will certainly be the greatest sufferers. From tliis 
point of view the extent and intensify of the minorities 

* For tlie new turn in mediods of dealing with minorities given by the rise 
of Mm Germany and the edipse of ihe League see Gliapter XXX VI. 

ZX6 



Central and Eastern Europe, 1919 to 1925-26 

Question and the measures taken at any given moment 
for its solution are reflections of the national and international 
pohcics of the states concerned. 

3. Conclusion 

In Eastern and Central Europe, as in the case of the 
infernal triangle in Western Europe, by the period 1925-26 
there was a general improvement in the political situation. 
Turkey had left the European scene to which she had 
come so fiercely in the sixteenth century, for though she 
yet maintained a foothold at Constantinople, the heart and 
brain of the New Turkey was at Angora in the centre of 
Asia Minor. Russia was beginning to achieve diplomatic 
recognition and simultaneously was paying more attention 
to domestic reorganization and less to plans for world 
revolution. Poland was at peace in her foreign relations — 
chough it was an uneasy peace with Russia and Germany — 
and the dictator Pilsudski was firmly restoring internal order 
and economic stability. The Little Entente had attained two 
outstanding diplomatic victories and was an important force 
standing with France behind the Peace Treaties. The 
relations between Italy and Jugoslavia v'ere correct, and 
Fascism, having secured itself at home, was displaying 
moderation in its foreign policy. Austria had been saved 
from economic destruction, and the Socialist city fathers of 
Vieima were about to launch their great housing schemes. 
Even Hungary had accepted the inevitable, and it seemed 
she was beginning to look to the future and forget the past. 
As the years passed and war passions died down, the cx- 
cnemy states were admitted to the League; Austria and 
Bulgaria in 1920, Hungary in 1922, Germany in 1926,^ 
and at die same time, though the Peace Treaties remained 
as the legal basis of the new Europe, their appheadon was 
modified in certain respects, either because diey had been 
fulfilled (disarmament of defeated Powers) or else because 
— as in the case of reparadons — their fulfilment was im- 
practicable. The victorious Powers were beginning to 
realize that in certain circumstances the provisions of the 

* Turkey did not join until 1932. 
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fmx Treaties could not be carried out in their entirety, 
whllat the vanquished were appreciating that concessions 
could be gained in return for an undertating to co-operate 
in the business of reconstructing Europe on the basis of the 
results of the War. 

A painful educative process had been taking place since 
1919 and it had involved lessons for both the Allies and 
their conquered foes. 

By 1925-26 it seemed that the War was giving way 
to the Peace ; that the past was being buried beneath the 
present and the hopes for the future ; that for good or evil, 
in Central arid Eastern Europe as in Western Europe, the 
political and economic structure of the new Europe had 
now taken shape in a form likely to remain more or less 
unchanged for many years to come. The League was 
adding to its prestige and establishing a platform and 
centre at wliich compromises could be hammered out. 
In London, the British Government had at last succeeded in 
getting the French and Germans round a table to agree 
to proposals on the Reparations question, which at the time 
seemed to be practical. The British Treasury was preparing 
to anchor the ^ to gold and so provide the essential financial 
foundation for world recovery, and, as we have seen in 
Chapter V, the Locarno agreements were in train. So 
much for the general survey of the gradual pacification of 
Central and Eastern Europe, By 1925-26 the molten 
streams of peoples liquefied in the furnace of war seemed 
to be solidifying in the new national moulds, the passions 
were cooling, hope was reviving, the troubled times seemed 
to be at an end. 





CHAPTER XI 


THE U.S.A. AND WORLD AFFAIRS 

“ I never knew any man in my life who could not bear another^^s 
misfortune? patiently, like a Christian.” 

Pope (J^houghts on Various Subjects). 

** Like tile watermen that row one way and look anotlier.” 

Burton (Anatomy of Melanchofy). 

I. The Lost Leader 

O N October 15th, 1918, a few days before the elections 
for Congress in the U.S.A., and a few weeks before 
the Armistice in Europe, President Wilson issued an appeal 
to the electorate, in which he called upon them to return 
a Democratic majority to the Senate and House of Repre- 
sentatives. 

Tliis was a political blunder. The prosecution of the War 
had become a national effort in the U.S.A. and this attempt 
on the part of Wilson to suggest that if the Republicans 
were returned it would imply a lack of confidence in 
himself, did much to break up the unity of the national 
front which had permitted the President to declare war in 
1917 with the whole-hearted approval of the vast majority 
of the nation. In fact, his appeal met with no success. A 
Repubhean majority was returned in both Houses. 

Congress assembled and the President announced bis 
intention of proceeding in person to Paris accompanied 
by four peace commissioners, three of whom were 
Democrats; none were Members of Congress. 

The activities of the President at Paris up to the time 
when he returned to America to deal with the ever-growing 
opposition to liis policy have been described in Chapter IV. 
On September zoth, whilst stumping the country in 
support of the Treaty which embodied his heart’s desire 
—the Covenant of the League— Woodrow Wilson was 
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struck down by paralysis. He bad refused to accept 
reservations of the Treaty desired by the Republican 
group in the Senate, who held that “ no American soldiers 
or sailors must be sent to fight in other lands at the bidding 
of the League of Nations.” After stormy debate the Senate 
refused to ratify the Peace Treaty (November 19th, 1919) 
by the necessary two-thirds majority, the voting being 
55 in favour, 39 against. 

It was an epoch-making decision, for with the rejection 
of the Treaty went also all hopes of obtaining American 
support for the scheme by which Great Britain and the 
U.S.A. guaranteed France against attack by Germany.^ 
For the first, but not the last, time in the post-War period, 
Frenchmen had cause to doubt the wisdom of relying upon 
foreign pledges for the maintenance of their security. 

At the presidential elections in November 1920 die Repub- 
Ucans gained a smashing victory with a majority of about 
seven million votes and an electoral majority of 404 against 
127. Their successful candidate was Mr. Harding, a con- 
servative and unimaginative man, weak in character and 
commonplace in ideas ; a very different character from that 
of the doctrinaire idealist whose visions had fired the 
imagination of the common people in many lands but whose 
lack of political acumen caused him to die, half-forgotten, 
on February 4th, 1924, a prophet rejected by Ins own people. 
He is dead, but liis work lives on. Woodrow Wilson must 
be numbered amongst the select company of men who at 
one time or another in history have combined the holding 
of liigh public office with a clear realization of the over- 
whelming importance of the problem of man and himsblf. 
The lofty idealism which iaspired liis policies evoked a 
wide response during the brief period in which the exhausted 
nations gazed with genuine horror upon the wreckage of 
war, but this emotional phase soon passed and nowhere 
sooner than in the U.S.A. It was Wilson’s tragedy that 
he never understood the limitations of the common man 
for whose salvation from war he laid down his life. 

^ See p. 103. 


230 



im am warn Jijjairs 

2. The Washington Conference 

Iti 7920 the American people desired eagerly to disen- 
tangle themselves from the European adventure and revert 
to their traditional attitude of isolation — an attitude quite 
fictitious unless the South American continent and Central 
America be regarded for purposes of this definition as 
being within the natural sphere of American activities. 
However, hardly had the U.S.A. retired from the stage of 
world politics by the European exit than she found herself 
making a new entrance through the Far Eastern door. 
This event was brought about partly by the fact that in 
1920 the centuries-old struggle between great nations for 
sea-power was assuming a new form ; partly by the nature 
of Japanese foreign policy. 

When the German battle fleet surrendered for internment 
to Admiral Sir David Beatty and the British- American battle 
fleet at Rosyth, the stage upon which the struggle for sea- 
power had been enacted revolved. The Admiralties saw, 
not the shallow and narrow waters of the North Sea 
in which, since 1906, Germany and Great Britain had 
contended, nor did they see the blue waters of the Mediter- 
ranean where British and French had struggled in the time 
of Nelson and Napoleon.^ Instead of these restricted and 
historic waters the vast expanse of the Pacific Ocean came 
into view. This huge area, bordered by the British Empire 
(Australia, New Zealand, Straits Settlements and Hong 
Kong), South America, the western coast of the U.S.A.,^ 
the Far Eastern possessions of Russia, die Japanese Empire 
and the coasts of China whose teeming millions send 
their produce down the junk-laden rivers to the ports 
of Tientsin, Shanghai, Amoy and Canton, was already 
the home of two of the diree remaining batde fleets 
in the world — those of Japan and the U.S.A.® The third 
batde fleet, that of Great Britain, could not go to the 

1 Or long ago Greek and Persian, then Roman and Carthaginian, then 
Christian and Infidel. 

* 'Ihe American colony of the Phihppinc Islands also in the Western Pacific. 

* One of the reasons why tlie Americans biiilt the Panama Canal was m order 
to be ilc to move their battle fleet from the Atlantic to the Pacific. 
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' Padfic bcawse it had bo base in those waten ; Hong Koug 
was only suitable for cruisers. The great North Sea base 
of Rosyth, only partially completed in 1916 when it received 
the damaged snips homing from Jutland— -was still uncom-' 
plctcd at the end of the War. But in March 1925 the British 
Admiralty, assisted by financial contributions from the 
Australian Government, began the construction of a great 
naval base at Singapore in order to base there a fleet which 
could guard the approaches to India, the Straits Settlements 
and Australia against attack from the north — the direction of 
Japan. Pending the completion of the Singapore base, 
hdf the British fleet was moved to the Mediterranean, 
ready to go East through the Suez Canal. It was dearly 
assumed by the makers of war plans that the Trafalgars and 
Jutlands of the future would be fought east of Smgaporc. 

This post-War concentration of British naval activity in 
the Pacific Ocean, together with the aggressive foreign policy 
of Japan wliich was its cause, were the consideraaons which 
influenced the U.S.A. in her decision to intervene once 
more in world affairs. 

It was by this time obvious that Japan intended to be- 
come the great Island Empire of the Pacific — an intention 
to be carried out by force, if necessary. A summary of the 
time-table of the rising sun of westernized Japan up to 
1920 reads as follows.^ In 1895 she defeated China; in 
1905 she beat Russia, and then took the latter’s place in 
Manchuria; 1910 was marked by the annexation or Korea. 
In 1914 Japan attacked and captured the German base of 
Tsingtau in Shantung Province, and extended her hold on 
most of the Province. In 1915 the notorious and infamous 
“ twenty-one demands ” were inflicted on China,* In 1916 
secret treaties were signed with the Allies, by which Japan 
screed to allow China to come into the War on condition 
that the Allies allowed Japan to retain the Chinese Province 
of Shantung after the War. In 1919 Japan blackmailed 
president Wilson by threatening to wreck his League of 


1 See Chapter XXXI for some more of the time-iahle. 

* By wb2<m Japan endeavoured to establish a virtual protectorate over China 
aiDd floiMohdatea her posittoti in Manthuria. 
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Nations scheme if he did not ignore Chinese protests 
concerning the Japanese occupation of Shantung. 

(Jn 1921 die Americans viewed with alarm not only the 
* possible perils to world peace of Japanese expansion and 
vambitions in the Pacific, but they also saw a danger of a 
naval race between Great Britain and the U.S.A. America’s 
participation in the War had made her conscious of her 
strength as a world Power, and her experiences of the 
British naval blockade before she entered the War had 
convinced her that, in order to ensure the “ freedom of the 
seas ” for her commerce in time of war, she must have a 
navy equal to that of Great Britain and her Dominions. 
Could this equaUty be obtained by agreement, or must it 
be reached by winning a building race? The British 
Government was under no delusions as to the financial 
ability of the U.S.A. to outbuild Great Britain, but there 
was also a genuine feeling in both countries that it would 
be a shocking scandal if, immediately after the conclusion 
of the war to end war, the two English-speaking peoples 
were to begin a naval armaments race. Such were the 
various reasons winch explained why, on November 
12th, 1921, the representatives of Great Britain, the U.S.A., 
France, Japan and Italy sat in their places round a table 
at Washington as Mr. Hughes, the American Secretary of 
State, rose to his feet to make the opening speech at a 
Conference convened on August iith, 1921, by the U.S.A. 
m order to discuss “ hrnilations of armaments and other 
problems winch have arisen in the Pacific area.” A few 
hours later a sensation was travelling round the world. Even 
to-day, writing many years after that moment, years of 
disappointment to those who hoped tliat substantial progress 
towards real peace might be acliieved within a lifeamc, 
one can by reading Mr. Hughes’s speech still recapture 
a memory of the thrill winch it aroused in the hearts of the 
common man all over the world. For Mr. Hughes, instead 
of uttering the platitudinous pohtencsses which are common 
form on these ceremonial occasions, actually laid all his 
cards on the table. He said : “ One (naval) programme 
inevitably leads to another, and if competition continues 
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ic$ regulation is impracticable* There is only one adequate 
Way out, and that is to end it now.** 

He dien proceeded to astonish the assembled delegates 
by making definite proposals, as follows : 

(i) All battleship-building programmes to be stopped at 
once. 

{2) Certain older sliips to be scrapped at onced 

(3) That no new battleships be built for ten years. 

{4) That no battleship be more than 35,000 tons. 

{5) That the ratio of the naval strengths of Japan, Great 
Britain and the U.S.A. be represented by the figures 

3. 5. jj) 

There is no space in this book to describe the negotiations 
which then begaji, of how the British tried, bur failed, to 
secure the abolition of submarines, advancing as justification 
of their argument the curious contention that they were 
** inhuman.” Of how the French insisted on retaining 
submarines and refused to allow cruisers and destroyers to 
be included in the Treaty for the reduction of strengths. 
Nor is this the place where we shall discuss wlicthcr, in 
fact, disarmament conferences are the best way of dealing 
with the problem of war. It must suffice to say that, 
thanks to the business-like attitude of the American Govcni- 
'ment, the proposals as regards battleships were written into 
a Hve Power Naval Treaty, and thus all danger of an arma- 
ments race between Japan, Great Britain and the U.S.A. 
was averted for the time being,* and some saving in naval 
expenditure was effected.* 

* Tlie British Empire to scrap 23 ships (built and buildintO of 583,375 ions ; 
U.S.A. to scrap 30 ships of 845,740 tons ; Japan, 17 ships of 448,928 tons. 

* For the events connected with the expiration ot tlic W.ishington Naval 
Treaty in December 193^5 see Chapter XXXVi. In July 1938 bodi die U.S.A. 
ttnd Great Britain, foilowing tlie action of Japan, reclaimed their liberty to build 
battleships of os'cr 35,000 tons. 

* Not as much as most people believed, because the Washington Conference 
was persuaded by die British Admiralty to limit cruisers to 10,000 tons. This 
size at once became the regulation size, and dozens of diis ovcr^large, expensive 
imd useless ship have since been built. Soon afterwards the British Admiralty 
saw their mistalee, and have been trying ever since that date to make fashionable 
tmaller and less expensive cruisers. Uie most important articles of the Washington 
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^ So mucb for tht naval side of the Washington Conference. 
We must now consider its political activities. From this 
point of view the American Government had called the 
Conference in order to see what could be done to put a 
check on Japanese ambitions in China, ambitions which 
were tlie cause of naval competition in the Pacific and 
seemed as likely to lead to a great war as had the foreign 
policy of Germany in the years previous to 1914. The 
Conference led to a series of treaties and resolutions 
which pledged the European Powers, the U.S.A. and 
Japan to respect each other’s possessions in the Pacific; 
to respect the independence of Cliina and not take 
advantage of her weakness to try “ to cut up the Chinese 
melon.” The Powers promised to help China to reorganize 
herself and they promised that in giving tliis help they 
would not exact a price which would make China pray to 
be delivered from her friends. The Japanese were obliged 
to leave Shantung Province, but they retained the special 
position in Manchuria they had taken from the Russians 
and reasserted when they put their twenty-one demands 
to Cliina in 1915. 

One of the treaties mentioned above was “ The Four 
Power Treaty of December 13 th, 1921,” which pledged its 
signatories (the U.S.A. , British Empire, Japan and France) 
to respect each edict’s insular possessions in the Pacific. 
But it did more than diis. It laid down that any question 
of controversy in Pacific atfairs was to be the subject of a 
joint conference; more important still, the Treaty super- 
seded the Anglo-Japanesc alliance.^ 

This alliance, begun in 1902, renewed in 1911, had been 
concluded to meet certain pre-War conditions when Japan, 
in return for protection against any Western interference 
with her designs in Asia, undertook to look after British 
interests in the Far East and so permit Great Britain to 
concentrate her fleet against Germany in the North Sea. 
(In 1921 the people of the U.S.A. looked upon the Anglo- 
J^ancse alliance with “ deep concern,” although the British 

Naval Treaty are printed in the Survey nf fnirmonmal /ffferirr, 1920-23, p. 510 
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Government had stated that the U.S.A, had been excluded 
from the scope of hostile action *’ under the alliance 
agreement. The alliance, therefore, stood as a bar to those 
dose and friendly relations with the U.S.A. wliich the 
British Government desired to cultivate. Nor was it 
liked by die Canadians. The United Kingdom Govern- 
mends position was difficult, since, although it was clear 
that the alliance bad to go, Great Britain did not desire 
to affront Japan. The Japanese recognized the facts of 
the case and gave way gracefully, but smooth speeches 
could not conceal the fact that Great Britain had now 
placed herself on the side of the U.S.A. in Pacific affairs. 
On the other hand, the Japanese gained one great concession 
at Washington in the Rve Power Naval Treaty already 
mentioned, since it was agreed that neither Great Britain 
nor the U.S.A. should alter the existing strength of any 
naval base in certain areas. The practical cftect of this 
clause in the Treaty was to ensure that Japan could not be 
menaced by the establishment of a great naval base close 
ito her home waters. The British Admiralty was careful 
|to sec that the area to which this agreement was applicable 
/did not embrace the new base being built at Singapore. 

It seemed then, that by 1922 the Wasliington Conference 
had successfully put the problems of the Pacific into cold 
storage. Europe at that time was still in the throes of the 
Eranco-German dispute over reparations, the Near East 
was yet to be dealt with by the Allied Powers, but a naval 
armaments race between the U.S.A. and Great Bntain 
had been averted, and in the most diplomatic manner the 
U.S.A. and Great Bntain had bound over Japan to be of 
good behaviour towards her vast but disorganized neigh- 
bour, the "Chinese Republic. The New World could at 
least claim — or so it seemed in 1922 — that it had averted the 
danger that the seeds of a great war in the East would 
germinate before the Europeans had finished harvesting the 
crops of their Great War in the West^ 

We have found in our examination of the various 
problems which perplexed men both in Europe and the 
outer world that in and about the period 1926 there seemed 
a26 



The U,S,A. and World Affairs 

to be in each case a remarkable improvement. The section 
we have just completed concludes on an apparendy satis- 
factory note in 1922, and it is natural to inquire whether 
the Pacific outlook was still cloudless in 1926. 

The answer is that the naval agreements concluded at 
Wasliington were being maintained, that Japanese policy 
in Asia was quiescent, but that considerable ill-feehng 
between Japan and the U.S.A. existed as a result of the 
Exclusion Clause in the American immigration restriction 
laws.^ 

The Pacific was quiet, but with a quietness wliich might 
be the calm before the storm. 

3. Immigration Restriction 

CAltliough the subject of this section was a matter which 
caused tension between the U.S.A. and Japan during the 
years 1924-26, it had a far wider significance than that of 
its repercussions in the Pacific Ocean. The reversal by 
the U.S.A. of an immigration policy to which she had 
adhered for nearly a century was an event of world- wide 
importance.) 

The British type of free trade world system which has 
been described in Chapter I was “ free ” not only in respect 
of the movements of capital and goods, but also in the 
movements of men. It was an essential part of the w^hole 
structure that the overseas countries should both be financed 
and peopled by the European countries. 

The following figures show the extent to which during 
the nineteenth century the U.S.A, played her part in tliis 
system. From June joth, 1820 to June 30th, 1920, 33 J 
million imnugrants entered the U.S.A., and it was estimated 
that in 1920 die population of the U.S.A. would have been 
49 million had there been no immigration; in fact the 
population was nearly 106 million. 

During the first decade of the twentieth century the 
annual now of humanity into the U.S.A. exceeded one 
milhon persons. 


r'or particulars see next section. 
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A word as to the racial composition of this stream. 
Prom i8ao to 1880 it came overwhelmingly from the 
Britisli Isles (including Ireland) and Germany ; bur during the 
last thirty years of the period under review, Italy, Austria- 
Hungary and Russia were the main sources of supply. 

The faas set forth in the following table ^ speak for 
themselves : 



Total No . 

Italy 

(«) 

' Austria - 

" ! 

Russia 1 

w 1 

1 

Total 

Total 

Year 

4 

! Hungary 

{«) w 

other 


Immigrants 

. («) 

atul (c) 

Countries 

• 

1892 

: 579, <>^3 

61,631 


81411 

220,079 

359,584 

‘ 1898 i 

; 229,299 

^ 58,613 

39,797 

29,828 I 

128,238 

101,061 

1907 i 

1 n 285,349 

' 285,731 

338452 

258,943 ! 

863,126 

, 402,223 

1914 

I 1,218,480 

1 283,152 

' 27H.152 

1 

255,660 j 

817,550 

' 400,930 



i 

' . _ 

' 

J 

_ _ 



After the War the population problem in the U.S.A. 
seemed to lead to three conclusions. Firstly, America wa^s 
filling up, Witli the last Indians confined to reservations, 
with the grant of “ free land ” no longer feasible, with the 
frontiers of 48 states demarcated, the U.S.A. had come 
of age. Secondly, the Aiiglo-Saxon-Tcutomc composition 
of the nation was being threatened by the Slav and Latin 
invasion. Thirdly, the controversies in the U.S.A. during 
tjbe period 1914-17 concerning her attitude to the War 
had revealed to the Anglo-Saxon minority, who still in 
fret controlled the destinies of the U.S.A., that there was 
no such thing as an American nation but only a cocktail 
of races. 

The American Government reached the conclusion that it 
was rime to call a lult and to cut off the flow of immigrants 
before it was too late to prevent those so-called inferior 
races from permanently affecting the whole cultural, social 
md material standards of American life. 

In X921, and again in 1924, Congress passed Immigration 
Acts. The second act was based on the experience gained 

^ Sec Surv^ of Snternatufnal Affeurs^ 1924. A. Toynbee, p. 89. 
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between 1921 and 1924, and whilst founded on the same 
principle as its predecessor, it very- materially restricted the 
already reduced flow. The admission of immigrants was 
regulated by a quota system through which the number 
of new arrivals to be admitted of any nationality was to be 
limited to a percentage (2 per cent, in the 1924 Act) of the 
number of persons of that nationality resident in the U.S.A. 
in 1890. 

The 1924 Act limited the maximum number of immi- 
grants to 164,667. Under the 1921 Act it had been possible 
for 357,803 persons to enter the country. 

The date 1890 was chosen for the special purpose of 
discriminating against the Italians, Central Europeans and 
Slavs, since, as may be seen from the above table, it was not 
until after that census date that these immigrants began to 
cross the Atlantic in great quantities. The drastic e&ct of 
fliis law will be realized when it is noted that whereas in 
1914, 283,152 Italians had entered the U.S.A., the quota 
announced for Italy in 1924 was 3845. 

Some of the European countries, especially Italy, bitterly 
resented this change in American policy, but they were 
helpless, as the control of immigration was clearly a domestic 
issue upon which a sovereign state was entitled to behave 
as seemed best in its own eyes. It is true that Italy convened 
an Emigration Conference at Rome in May 1924, but this 
gathering, though attended by representatives of fifty-nine 
countries, including the U.S.A. , was obliged to confine 
itself to technical questions ; “ fundamental problems were 
left untouched ^ because the points of view of the countries 
of emigration and immigration differed too widely.” 

There remains to be considered the question of Japanese 
immigration into the United States. 

The 1924 Act, though primarily designed to control 
certain categories of European immigration, also contained 
a clause which virtually excluded from entry into the 
U.S.A. all Japanese and other Asiatic nationals, except those 
belonging to a few privileged classes. The regulation of 
Japanese entry into the U.S.A. had hitherto been arranged 

^ Survay of International P* *^6. 
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by a gendeman’s agreement^ dated 1907, by which the 
Japanese voluntarily agreed only to isstje passports to a 
total number to be approved by the American Government. 
The exclusion clause in the 1924 Act was to supersede this 
agreement. The American Government was pressed to 
put Japan on the quota list — a concession which would have 
uinited the entry of Japanese to about 200 per annum. Even 
Mr. Hughes, Secretary of State, told Congress that if it 
persisted in passing the exclusion clause it would largely 
undo the work of the Washington Conference.” 

The Japanese Government, which bitterly resented the 
racial discTimination implied in the clause, sent a note to 
Washington in which occurred the expression “ grave 
consequences upon the otherwise happy relation between 
the two countries.” But the CaUfornian interests — diere 
were about 100,000 Japanese in that state — carried the day, 
the exclusion clause became law and a wave of fury swept 
across Japan, Although the excitement died dowm, the 
grievance, the affront to national pride, remained. 

This is the place to remark that the South American 
republics showed no inclination to follow the lead of the 
U.S.A. in restricting and selecting immigration. It is 
possible that in the future the question of Oriental immigra- 
tion into South America may cause anxiety to the United 
States. 

We have now considered the foreign policies of the 
U.S.A. in regard to the problems of the Pacific, including 
that of naval armaments, and to immigration. There 
remains one more great subject of world interest in which 
the U.S.A. played a dominant part during die period 
now under review. It was the question of war debts. 


4 (a). War Debts 

C.Much as the Americans, after their rejection of the 
Tfcaty of Versailles, might wish to dissociate themselves 
from European affairs, they were faced with die awkward 


* So-called, presumably because soverragn stales are nf>i nomiially expected 
10 jWiave towards each other like gentlemen. 
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fact dut these same Europeans were their debtors for an 
astronomical number of dollars which had been used to 
finance the War. What was to be done about that?^ 
President Harding was pledged to economy; some debt-^ 
collecting seemed to be indicated. 

CThe question of the monies due at the en^of the War 
from the Allies to the U.S.A. was inextricably connected 
with the debts contracted between the Allies and it was 
also, in fact, connected with the problem of reparations. 
Tills last point was as strenuously asserted by France as it 
was denied by the U.S.A. The British position was, as 
usual, ill the middle ground. First, as to the origin of the 
debts^ 

Very soon after the begimiing of the War the borrowing 
began and, as in the Napoleonic Wars, it was to London 
that the continental Allies of Great Britain looked for 
help. France was also a lender, particularly to Russia and 
Belgium. 

Up to tlie date of the American entry into the War 
(April 1917), the Allies raised such funds as they could by 
open-market operations in America, either by floating 
loans, selling American securities held by their nationals, 
or shipping gold. The purpose of die Allies was to raise 
credits in the U.S.A. which could be used for the purchase 
of munitions of war, raw materials and foodstuff's. 

By 1917 the financial situation of the Alhes was very 
serious, and when in April 1917 Congress authorized the 
American Treasury to advance monies to the powers 
associated with America in the War up to a hmit of 
$3,000,000,000,^ one of the most pressing of the many 
anxieties of the Allies was removed. The figure mendoned 
above was raised by stages to $10,000,000,000 (ten milliard 
dollars). (By the Armisricc the U.S.A. Government had 
advanced approximately 9J milliards of dollars. To this 
figure must be added certain post-Armisdcc lendings, which 
brought the sum to $10,338,058,35^ The distribution of 
the bulk of this money is shown in Table I. 

' Approjumutely £<>oo,oc>o,ooo — the excliange nites ruling were fictitious. 

H I 
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TABLE 1 ♦ 


Loans made by the U.S.A. up to June 30TH, 1919 
(in millions of at $5 •» £t) * 


State 

Total Advances 

Total Debt 

as subsequently funded 


£ Million 

£ Million 

Armenia 

2-4 


Austria 

4*8 

6*4t 

Belgium 

76 

83-6 

Cuba 

2 

Repaid 

Czechoslovakia 

j8 

23 

Esthonia 

2-8 

2-8 

Finland 

1-6 

1-8 

France 

681 

805 

Great Britain 

855 

920 

Greece 

3 

4 

Italy 

329'<5 

408 

Jugoslavia 

10 4 

12-6 

Latvia 

I 

1-2 

Lithuania 

r 

1*2 

Poland 

32 

35*8 

Rumania 

7*6 

9*0 

Russia 

38*6 


Total 

£2066-8 

£2314-4 


• Borrowers of less than £,1 million arc excluded, 
t Repayment deferreil till 1943. 


In Table II, p. 233, will be found a similar approximation 
to the nearest million in each case of the debts due to 
Great Britain. 

* This rate of is chosen as being tliat ruling in 1934, Between 1916-* 

1919 the rate was pegged at $ 4 . 76 -- £ 1 . During 1931 the rate rose from $4.11 
to $4.63. It had fallen to I3.20 when die peg was removed. 
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TABLE IT 

Loans made by Great Britain 
(Figures to the nearest million pounds) 


State 

Total Advances 

Total Debt 
as subsequently funded 


Million 

Million 

France 

446 

600 

Russia 

4H3 

783* 

Italy 

370 

560 

Jugoslavia 

22 

26 

Rumania 

16 

18 

Portugal 

17 

20 

Greece 

t6 

21 

Belgium 

90 

99t 

Exact Total 

^1,460,241,000 

^ 2 ,i 27 , 747 »ooo 


* Estimated value in 1927. t debt taken over by Germany. 


In addition to these loans Great Britain lent £ 4 $ million 
to twelve countries during the post-Armistice period. 

France was also a creditor as well as a debtor in the matter 
of inter-Allicd debts. 

In an official statement showing the position as on 
December 31st, 1920, France claimed that she was owed 
approximately 14 thousand million francs. This figure 
included a debt of 7 thousand million due from Russia, but 
does not include 273 1 million lent by France to Belgium — a 
debt transferred to Germany by the Treaty of Versailles. 
The position of the principal creditors and debtors can 
be summarized as follows : 

The U.S.A. was owed $4600 million (/^920 million 
approx.) by Great Britain, and $4000 million (£805 
million approx.) from France. 

Great Britain was owxd about /2200 million (twice 
-dier debt to the U.S.A.) of wliich ^6oo milHon was due 
from France. 

" France was owed about £100 million, of which ^50 
million had been lent to Russia. 
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4 ( 4 ). Funding Operations 

The preceding secrion has shown the ledger figures of 
the mteT-AlUed debt situation as it existed in 1920, but 
when it came to balancing accounts various considerations 
of a non~statistical nature claimed attention. 

Ijhe Europe^ debtors took up the attitude diat the 
creditor countries in general, and the U.S.A. in particular, 
had only been contriDuting in cash a form of support to 
the Allied cause which less wealthy nations had provided 
in the shape of flesh and blood. This school of thought 
favoured all-round cancellation as being morally sound and 
economically expedient.^ The French w^re believers in 
this theory, provided reparations were left untouched. The 
British were both creditors and debtors on a large scale, 
with the balance on the credit side, bur though ready to 
meet their obligations vis-a-vis die U.S.A., die British 
favoured cancellation, on the grounds that these enormous 
non-commercial debts were a millstone round the neck 
of the world in its attempt to recover from the waste of 
the War. The Brirish attitude was expressed in the 
famous Balfour Note of August 1st, 1922.^ In this 
document Lord Balfour reminded the debtors of Great 
Britain that the U.S.A. had requested Great Britain to fund 
and repay her debt, and he pointed out that in these circum- 
stances Great Britain must consider her rights as a creditor. 
Each government owing money to Great Britain was 
requested “ to make arrangements for dealing to the best 
of dieir ability *’ with their debt to Great Britain. The 
Note continued to the effect that the sum Great Britain 
would require from her debtors would depend solely upon 
the amount Great Britain would have to pay the U.S.A. 
It could be no less ; it would be no more. In its concluding 
paragraph the Note linked up war debts with repai*ations 
Dy stating that Ilis Majesty’s Government would be pre- 
pared to abandon their claims to all reparations from 

* The Bolsheviks had advocated ** Peace Without annc'cstions or indemniues " 

1917. 

* Command 1737 of 19312. 
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Germany and rcpaymeiat of debts from Allies if such 
“ renunciation formed part of a general plan by wliich 
this great problem (War Debts and Reparations) could be 
dealt with as a whole and find a satisfactory solution.” 

The American point of view concerning the debts was 
naturally somewhat different. A section of that public 
opinion favoured cancellation or substantial reduction, 
partly on grounds of humanity, and partly because it was 
reahzcd by certain American industrialists that if the Allies 
were to pay in goods, the American tariff would have to 
come down. But to the average American the issue seemed 
simple enough, and to be expressed in the following 
proposition : 

(1) I lent the money to m)' government ; my government 
-- lent the money to the Allies ; if they default, who 

pays me? 

(2) Assuming cancellation or reduction, why should I 
^^pay for the cost of a war started and conducted by 

these quarrelsome Europeans ? 

(3) ^''he Europeans say they are bankrupt, but I notice 

that they are still spending enormous sums on 

armaments, and France is lending money to her 
'^Central European alhes. 

(4) The Europeans arc squeezing the Germans ; why 
/should they squ'^al if I press them ? 

(5) They hired the money, didn’t they? ^ 


On Februar)' ydi, 1922, Congress set up the “ World 
War Foreign Debt Commission,” with instructions to 
collect the money not later than 1947 and to insist upon a 
rate of interest at not less than 4^ per cent. 

Both tlie British and French prepared to send emissaries 
to America and it was now that the British made clear their 
attitude on die subject of payments and receipts in the 
Balfour Note already quoted. 

The Note had had a bad reception alike amongst Britain’s 

^ President Coolidge’s famous apliorism. 
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European debton and her American creditors. In the 
U.S*A. it was believed to be an attempt to prejudice the 
forthcoming negotiatioiis and to link war debts with 
reparations. In France the suggestion in the Note dut 
the French should fond and settle their debt to Great Britain 
was bitterly resented. France at this time was sliding 
into isolation over the reparations dispute^ and regarded 
the U.S.A. not only as the perfidious author of a League 
Covenant she had refused to honour, but also as a nation 
which had failed to carry out her undertaking to join with 
Great Britain in a special Security Treaty for France. 

The French situation was very difficult. France was 
beginning to see the hope of gigantic reparations vanishing 
for ever; sl>e had spent immense sums on her devastated 
areas and credited them to reparation receipts; the franc 
was very shaky, yet she could not repudiate her debt. She 
therefore worked steadily to link reparations with war 
debts. This attitude relieved France — in her own view — 
of making any payments of war debts until she had recouped 
herself through reparations, and it also seemed to make 
Great Britain and the U.S.A. directly interested in the 
business of squeezing reparations out of Germany. 

The French mission to Washington accomplished nothing 
beyond outlining the French case, but a Brinsh delegation, 
headed by Mr. Baldwin, was more statesmanlike, or more 
foolish. The appropriate quabficadon has been a matter of 
controversy in Great Britain ever since. Mr. Bouar Law, 
then British Prime Minister, w'as shocked to learn that his 
delegate had committed Great Britain to make annual 
payments of approximately /J33, 000,000 ($161 million) 
from 1923 to 1932, and /^38, 000, 000 ($185 million) from 
1933 to 1984.'*^ In favour of the terms of this agreement 
it should be remembered that at this time Great Britain 
was struggling to restore the atmosphere of die pre-War 
economic world, ^ a world which revolved on the axis of 
dbe sanctity of contract, and that close and cordial relations 

* See pp. 1 20 et teq. 

* Thest of>erous terms were actually better than tliosc Congress had laid dc»wn 
a# the minimum acceptable. 

* For « full account of the Britirfi effort, ace Chapters XV and XVI. 
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with the U.S.A. was an essential feature of British foreign 
policy. Furthermore, it was vital, if Great Britain was to 
resume her pre-War position as the world’s banker, that 
her credit should be above suspicion. 

On the other side, it is argued that a little less British 
honesty and a little more French realism would have secured 
better terms without losing American friendship. It is also 
said — and it is true — though it could hardly be foreseen by 
the British delegation, that when Great Britain made this, 
the first settlement, she shackled upon the body economic 
of the world a debt transfer problem destined to have grave 
consequences. Had Great Britain repudiated her debt in 

C or whole, the history of the next ten years might have 
very different. As it was, the British settlement was 
used as a lever and a model by the U.S.A. in dealing with 
her other debtors with, however, the significant difference 
that in their case a new consideration crept into the negotia- 
tions — tJic “ capacity to pay.” So when all — or nearly all — 
the debts to the U.S.A. were funded and settled, including 
even an agreement (April 29th, 1926) with the elusive 
French, the following table could have been compiled : 

Comparison of Rates of Interest in Terms of Settle- 
ments BETWEEN Some Debtor Countries to U.S.A. 

Country Averaj^e Rate of Interest 

Great Britain . . 35 per cent. 

France . . . 2J „ 

Belgium ... 2 „ 

Italy ... I , 

It should also be noted that in the case of France, there 
was to be a moratorium of interest for five years and then 
the rate was to start at i per cent, and rise to 3^ after forty 
years. In the case of Italy there was to be no interest for 
five years, after wliich it was to be | of i per cent, for ten 
years. 

Although, strictly speaking, it does not fall within the 
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scope of this chapter, it niay be as well to note here that by 
the end of 1926 Great Britain had made agreements for the 
settlements of the debts due to her by France, Italy, Rumania, 
Portugal, Jugoslavia (in 1927) and Greece (1927). In each 
case Great Britain undertook, in accordance with die 
principle of the Balfour Note, to reduce the agreed figure 
if her total receipts from Reparations and Intcr-Allicd 
Debts exceeded the sum she was due to pay the U.S.A. 

We can conclude this Chapter by pointing out to the 
reader who has recoiled from its statistics that in this 
matter of Inter-AlHed War Debts, as in many other 
problems, we have noticed the period “ 1926 and there- 
abouts ” marked the end of a time of controversy. It was 
then believed by many people that these debts were setded 
and removed from the field of controversy. True, certain 
economists, bankers and others of that sort suggested that 
it was one thing to make settlements on paper and quite 
another thing to transfer these great sums across the ex- 
changes without upsetting the delicate adjustment of the 
world’s economic system still weak from the strain of war ; 
but there arc always skeletons at the feasts which celebrate 
international agreements. 

It is perhaps permissible to infer that the real intentions 
of France as regards paying her debt both to (ireat Britain 
and the U.S.A. were always strictly conditioned (notwith- 
standing the theoretical distinction between reparations and 
inter-AUied debts) b)^ the behaviour of Germany in the 
matter of reparations^ 

5. Latin America 

We have moved during the last few chapters ever 
further afield from our post- War starting-point of the Hall 
of Mirrors at Versailles. Wc have been to the Rhine and 
paused at Locarno; we have travelled tortuously through 
tbe Baltic Provinces, Central Europe and South-Eastern 
Buropc ; wc have looked at Russia. Then we crossed the 
Adantic and from the U.S.A. made contact with the Far 
East. 

What of South, or as it is often called, Latin America ? 
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^^jWhen the U.S.A. came into the War on ApriJiJjth^ % 9 i 7 » 
and thereby broke away from her traditional attitude of 
non-interference in European affairs, most of the states of 
Central and South Anienca followed her example and 
broke off relations with the Central European Powers. 
Mexico, Chile and the Argentine were exceptions and 
remained neutral. During the latter stages of the War 
the pressure of Anglo-American sea-power put the South 
American states at the mercy of the Allies, and the economic 
activities of South America as a whole, willingly or other- 
wise, were welded into the blockade poheies. 

The governing factor in the pohtical relationships between 
the South American states and the U.S.A. on the one hand 
and Europe on the other had for long been the existence 
of the Monroe Doctrine which, as set forth by its author 
in 1823, laid down : (i) There shall be no future colonization 
in America by European Powers. (2) No monarchies in 
America. (3) The U.S.A. would guarantee the independ- 
ence of the South American states against European 
aggrcssicni. 

In tile course of the early years of the nineteenth century 
several developments of importance became clear. Firsdy, 
the U.S.A. had come to dominate Central America and 
the Caribbean round and about the Panama Canal Zone. 
Secondly, Mexico in Central America and the great and 
growing republics in South America were becoming 
intensely suspicious of the claim of the U.S.A. to be their 
tbig brother. As President Wilson remarked to some 
Mexicans on 7th June 1918: 

“We said — ‘ We are going to be your big brother, 
whether you want us to be or not. . . . Now that was 
aU very well so far as protecting you from aggression 
from the other side of the water was concerned, but 
there was nothing in it that protected you from aggression 
from us.’ ” ^ 

During the War and immediately after that event the 
U.S.A. pursued a very active commercial pohey in South 
America, and did so the more easily because of the inability 

^ Sec Surv^ of Inurmtional Affairs^ 1925, Vol. II. C. A. Macartney, p. 397. 
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American investment to its customary extent 

The South Americans were much alarmed by this dollar 
diplomacy, and in fact looked to the League of Nations as 
an organization which might possibly be used to counteract 
U.S. influence.. But even here the outlook was rendered 
uncertain from the point of view of South America because 
in an effort to meet Congress objections to the League, 
Article 21 of its Covenant had been drafted so as to leave 
untouched the validity of the Monroe Doctrine. 

Up to the impact of the world crisis and the effect of the 
price fall on the economic fortunes of the Soutli American 
states ^ — all of which were raw material producing countries 
— events in that part of the world were not ot great sig- 
nificance fi-om the international point of view. For instance, 
the long-standing dispute between Cliile, Peru and Bolivia 
overTacna and Arica flared up again in 1920, and the U.S. A. 
undertook the thankless task of trying to settle tliis business. 
There were also a number of disputes concerning frontiers, 
such as those between Brazil and Bolivia, Colombia and 
Venezuela, Colombia and Peru,^ whose details must be 
excluded from this study. 

Nor can we but mention the revolutions which broke 
out in nine South American States during 1930, all of which 
were traceable to economic distress caused by the precipitous 
fiill in the prices of the raw materials which bulk so largely 
in South American commerce. 

Mention must, however, be made of the problem of 
Mexico which on several occasions nearly led to war between 
that country and the U.S. A,, and was of some international 
importance because of the amount of foreign capital invested 
in that Central American state. 

The revolution winch began in Mexico in 1910 and 
overthrew the long dictatorship of Porfirio Diaz (1876- 
1911) was a nation-wide revolt against the exploitation of 
Mexican resource's by foreigners, by the upper classes and 
by the Church. First President Carranza (assassinated 

^ See Chapter XV HI. 

® See Surpty oj Jnumamnal ^atrs^ 19^5^ VoJ. II, pp. 4JtS 
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i$2o) atid then his even more radical successor, General 
Obregon, conducted a long struggle against the capitalist 
and vested interests which brought Mexico into conflict 
with the U.S.A. and Great Britain — especially the great 
American oil interests. When Obregon was succeeded 
in 1924 by President Calles (he signalized his accession to 
ofBcc by placing 500 generals on the retired list) the new 
President continued the policies of his predecessors which, 
broadly stated, had consisted of introducing revolutionary 
and confiscatory ** reforms calculated to euminate private 
capitalist influence whetlier foreign or domestic. From 
time to time the Mexican Government would retreat a 
little in face of foreign protests, but on the whole the 
Mexican revolutionary programme as set forth in the new 
constitution of 1917 made headway, and in 1926 the govern- 
ment embarked upon an offensive against the vested interests 
of the Catholic Church.^ 

In summary, the importance of the Mexican revolution 
was that it reproduced on the American continent a type 
of upheaval analogous to that seen in Russia in Europe, 
and in China in Asia. A nadonahst revolt led by a few 
politically conscious men, characterized by grave dis- 
turbances and excesses, anti-capitahst,^ anti-foreign, and 
dependent for its driving force upon the support of the 
long-oppressed and ignorant masses. It was but one 
indication and example of a world-wide revolt of the 
under-dog, a revolt accelerated in most parts of the world 
by the loosening of the foundations of established institu- 
tions which was caused by the World War. In Mexico, 
as in Russia and China, the local events were to be dw^arfed 
upon the intemational stage by the tremendous happenings 
which accompanied and succeeded the world economic 
crisis of 1929-33 J 

Wc shall concnide tliis admittedly over brief note on the 
aflairs of Latin America by observing that it seems probable 


^ Cf. the struggle between tlie Bolsheviks and the Ortiiodox Church, and 
Mustafa Kemal in lurke) and Islam (see p. 182). 

* Cf. the dispute between the Mexican Government and tiic Oil Companies 
m 1958. 
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that it is during die Times to Come rather diaii during Our 
Own Times that the South American republics will play 
a great part in the story of human history. Their immense 
resources are as yet hardly exploited, whilst their rivalries, 
jealousies and political instabilities are probably less sig- 
nificant in the long-run than certain common factors likely 
to lead to unity. 

We must now travel still further afield in our investiga- 
tions and, taking the whole world as the scene of our travels, 
review the first part of the post-War story of the British 
Commonwealth of Nations. 

NOTE ADDED IN 1938 

The autlior is consetouf. Soutfi ‘American afiairs have not received in this, 
book die attention tliey deserve. But in a study of this kind, whea- so many 
topics jostle each other foi preference, a process of selection is inifjcrdtivc and 
some injustice is inevitable. 

Perliaps die most outstanding feature of tlic more recent histciry of Latin 
America is the alteration in the attitude of its peoples the U.S.A. and to the 

( League of Nations. 

I^sident Hoover, and after him President Roosevelt, set to \vr>tk to reverse 
^the “Imperialistic'* attitude of the U.S.A. towards Latin Ament, 1 — a policy 
charactenzed by frequent armed expeditions to restore order whenever North 
American financial interests appealed to U* m jeopard)' — .ind replaced “ dollar 
diplomacy ” by the policy of “ the good neighbour.'* V^'hilst still adhering to 
the Monroe Doctrine of no outside inteilerence in tlie Amencan (Jonrinents, the 
U.S.A. supplemented it wdth an undert.tking not to inter fere herseit in Latin 
American politics. A striking example <jf diis policy was proMded hv the 'Freaty 
with Panama in 1935, under which the U.S.A. recogni/.cd die full sovereignty 
of Panama and guaranteed her independence. .Successive Pan-American ( on- 
ferences, particularly that of December 1936, created a new spirit of cordial 
co-operation berw'een the U.S.A. and her Latin neighbours. 

Whilst the influence of the U.S.A. was on the increase m Latin America, that 
of the League of Nations progressively declined, I'he inefrectivcness of the 
League's attempts to intervene in the war in the C'haco between Bolivia and 
Paraguay, die growing tension between the armed camps of Europe, and the 
general eclipse of the Geneva system, all combined to drive the countries of die 
nr# world into isrdating themselves from die affairs of the old. One after ihe 
other the Latin American States withdrew from the League undl, by 1938, 
Honduras, Brazil, Costa Rica, Nicaragua, Guatemala, Paraguay and Ciiile had 
ail either redgned or given notice of wididrawal. Whether a pro[x>sal, mooted 
at die Conference of 1936, 10 s»ei up an American League of Nations independent 
of Geneva will come to anything, remains to be seen. \ 

Finally, the reader anxious to obtain a comprehensive account of present-day 
conditions in South America is recommended to consult a report issued in 1937 
by the Royal Institute of International Affairs, entitled The Repuilics of South 
Amtmca, 





CHAPTER XII 


THE BRITISH EMPIRE 

I he British Empire “ considered as a whole, defies classification and 
bears no real resemblance to any other political organization which now 
exists or has ever yet been tried/' 

From a Report of a Suh^Comnuttee of the 1926 Imperial Conference, 


I. The Third Empire 

T he British Empire, or British Commonwealth of 
Nations as it has lately become fashionable and, indeed, 
legally correct to term this unique political experiment (we 
shall use the shorter term), is no exception to the general 
rule that Our Own Times have witnessed great changes in 
the institutions of man. As we shall see towards the close 
oi this study, it seems likely, or at any rate possible, that 
in the times to come very grave responsibilities will he upon 
the shoulders of those whose duty it will be to direct 
Imperial policies, and if this be true especial interest attaches 
to the developments in the growth of the Empire during 
Our Own Times. When in the centuries to come the 
liistorian burrows dowm into the Imperial deposits, he will 
find, as Alfred Zimmern has pointed out, that in 1914 he has 
reached the top layer of the second British Empire, The 
Tliird Empire was conceived during the War, and when at 
Versailles the Dominions signed the Peace Treaties and 
joined the League as independent sovereign states, it began 
to take shape. The particular problem set to the Empire 
by the War was how to correlate a feeling in the Dominions 
tliar die political centre of gravity of the Empire must no 
longer be exclasivcly situated in Whitehall, with the fact 
that in matters of foreign policy and imperial defence the 
real burden usually lay heavy as ever upon the shoulders 
of Great Britain. In addition the general growth of 
nationalism and self-determination, me “ decentralizing 
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desire,** wMch was one of the products of the War, speeded 
up the development of various problems of self-government, 
notably in Ireland and India, which were already prominent 
in the pre-War period. 

When His Majesty’s Government in the United Kingdom 
issued an ultimatum to the German Government on August 
4th, 1914, and twelve hours later declared war upon Ger- 
many, they acted both Je jure and de facto for the British 
Empire. De jure because they declared war in the name of 
George V, King of Great Britain and Ireland, and the 
British Dominions Overseas, and Emperor of India, for at 
tliat time (1914) the legal possibilitic's of His Majesty being 
at war in one capacity and a neutral in another did not 
seem to have any practical importance. De facto because 
within a few hours of the declaration of war in London, the 
Overseas Dominions and die Indian Government hastened 
to assure the Home Government of their intention to offer 
troops, ships and treasure for the prosecution of the War, 

The story of the Imperial Conferences held prior to 
the War reveals not only a progressive recognition by 
all concerned that the Dominions were independent of 
London in domestic affairs, but also a growing demand, 
illustrative of the growth of imperial solidarity following 
the period of the Boer War, for a closer co-operation 
between the Mother Country and the Dominions on 
matters affecting the Empire as a whole. A significant 
expression of this feeling is shown in the decision made 
in 1907 that regular Imperial Conferences, convened 
by the British Prime Minister, should be substituted 
for the sporadic Colonial ” Conferences previously 
held under the aegis of the Colonial Office. The demand 
took more concrete shape in various abortive proposals 
for some sort of Imperial Federal Constitution, and 
in the economic sphere by repeated demands for 
Imperial Preference. The question of Imperial Defence 
was much discussed, but since the burden of the matter 
lay upon the shoulders of the United Kingdom tax- 
payer, decisions were in practice made by the Home 
Government. Similarly, problems of foreign policy were 
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dealt with in London. The Dominions in pre-War days 
were almost entirely concerned with their own mtcmal 
development and, with the exception of Austraha, who 
looked apprehensively towards Japan and blessed the 
Anglo-Japanese alhance, these young and immature states 
were well content to leave the management of foreign 
pohey m the experienced hands of the Foreign Office, 
Whitehall. Even Austraha was obliged to hnut her 
activities m “ foreign affairs ’’ to constant efforts to impress 
upon the Home Government her sense of the importance 
she attached to the White Austraha question. Moreover, 
m considermg die relationship between the Dominions and 
the Mother Country in pre-War years, it must be remem- 
bered that diey were developmg upon money borrowed on 
exceptional terms in the London money market. “ The 
City ** held the Dommions m fee and the control, though 
intangible, was ver/ real. 

By 1919 there had been great changes, psychological and 
material. 

The following particulars extracted from The Times 
“ Diary and Index of the War illustrate the Empire’s war 
effort m terms of army man-power 

BRITISH LMPIRB ARMY CASUALTIES, 1914-1919 


Casualties 


j Total British Iroops 

1 

Approxtmak 1 
Kilkd, Ditd 
oflVotmds, 
Died 

Approximate 
Missing and 
Prisoners 

1 

1 

1 

Wounded j 

Bnmh hks 

5 J 04 , 4 i 6 

662,083 

140,312 

1,644,786 1 

* Canada 

640,886 

56,119 

306 

149,733 1 

Au'itralia 

416,809 

58,460 

164 

152,100 j 

New Zealand 

220,099 

16,132 i 

5 

40,749 * 

1 South Africa 

136,070 

6,928 j 

33 

11,444 

India . 

1,401,350 

47,746 1 

871 

65,126 

The C^olomes 

134 , ^^37 

3.649 

3(>6 1 

( 3,504 j 


8,654,467 

1 85X.117 

! 

j 142,057 

2,067,442 ! 

— 
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To these figures should be added the half-million (mosdy 
dtizens of the United Kingdom) who served afloat, 
and the 292,000 who were members of the Air Force 
in 1918. 

Australian troops had fought on Gallipoli; Canadians, 
Dutch and English had campaigned side by side in France ; 
Indians waged war m Palestine and Mesopotamia. 

The Dominions had learnt in the bloody school of war 
that both for good and evil they were part and parcel of 
international sodety. Their representatives had sat hi 
London as members of the Imperial War Cabinet,' and at 
the peace-making in Paris their status was virtually that of 
independent sovereign states. It was in tliis capadry that 
they adhered to the Treaty of Versailles and became 
members of the League of Nations. 

To all outward appearance the only legal links which 
still bound the Donimions to Great Britain were the 
Crown and tlie coniiiion right of every' British subject 
to carry an appeal to tlie Judicial Coimuittce of the Privy 
Council. 

In 1920 the chief problems of the British Empire or 
British Commonwealth of Nations, as it was officially 
termed after 1921, were firstly, the questions of self-govern- 
ment in Ireland and India ; secondly, the problem of deter- 
mining the constitutional composition i>f this post-Wai 
British Empire wliich, though beyond question a species 
of political unit in the society of sovereign states, was one 
whose make-up abounded in confusing paradoxes and 
contradictions. We shall discuss these problems in the 
order in which they have just been mentioned. 


2. Ireland 

There is no space in this study to describe tbe luihappy 
story of Anglo-Irish relations during the nineteenth century. 
It must suffice to say that, to an Irishman it is the story of a 

^ An organisaation created for the purpose of giving Dominion statesmen a 
dirtiNSt, continuous and effective share in die decisions taken by the firiosh Govern- 
ment on questions relating to the fonagn policy of the Empire as a whole. 

246 



The British Empire 

small nation struggling continuously to free itself from 
the tvranny of England ; whilst to an Englishman the Irish 
problem is one in which the unreasonableness of the Irish 
and their ingratitude for benefits received has at regular 
intervals exceeded the bounds of imagination. Both points 
of view are tenable, and hence an intelligent foreigner sees the 
Irish problem as one long and tragic misunderstanding. In 
1910 the British Liberal Party, led by Mr. Asquith, announced 
its intention of making yet another attempt to settle tliis 
ancient dispute, and in due course introduced a Home Rule 
for Ireland Bill, which became law in 1914. Some of the 
counties of Ulster defied the efforts of the British Govern- 
ment to include them in the new state, an attitude in which 
they were encouraged by a mutiny of British army officers 
stationed at tlic Curragh. At this juncture the Great War 
broke out and possibly averted civil war in Ireland. The 
Irish constitutional Home Rulers, led by John Redmond, 
ralhcd to the support of Great Britain, and it was generally 
beheved that when the War was over they would receive 
their reward. The extreme Irish Nationahsts (Sinn Fein) 
continued their campaign for complete independence, a 
polic}' largely financed by American sympathizers. In 
1916 a rebellion broke out in Dubhn, and it was sup- 
pressed with considerable severity. 

From that moment, which inspired W. B. Yeats in the 
phrase “ A terrible beauty is born,” the flames of Irish 
nationahsm burnt with growing fierceness beneath the 
surface. 

Sinn Fein established a R{'publican government with a 
parhament (Dail Eireann) and succeeded to a very con- 
siderable degree in upsetting and supplanting the British 
administration. The British Government met force with 
force, and a struggle began which, from the Irish point of 
view, was a war of liberation, but which to “ The Castle ” 
in Dublin appeared as a campaign against rcbelhon and 
murder. In 1920 the Home Rule Act of 1914 was super- 
seded by the Government of Ireland (Partition) Act, which 
established Nordiem Ireland (six of the counties of Ulster) 
as a self-governing unit in local affairs. 
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The Irish “ war ” continued and was marked by hideous 
accesses on either side. Between January and June 1921 
there were 147 guerilla warfare conflicts in Dublin alone. 
It was well said : 

We have two governments in Ireland and neidrer 
can protect us from the other.” ^ 

The British Government now realized (1921) that they 
must choose between one of two courses. Either Southern 
Ireland had to be thoroughly subdued by force of arms 
or else negotiations liad to be entered into. The 
Republican Army was hard pressed and the War Office 
were prepared to guarantee the rapid conquest of the 
country, but more liberal councils prevailed and Mr. Lloyd 
Georgc*s Coalition Government entered into discussions 
with the rebels.” Delicate and difficult negotiations began 
between the British Government on the one side and the 
chosen representatives of the Irish people on the other. 
Mr. de Valera, who had been elected President of Ddil 
Eireann in 1919, took part in the negotiations, but he 
refused to accept Dominion status, demanding a Republic. 
Many of his colleagues proved less intransigent, however, 
and the ncgociatioiis culminated in the signing, on I^eccmbcr 
6th, 1921, of tlic Treaty of Loudon, by which twenty -six 
of the thirty-two counties of Ireland became a sclf-govern- 
mg Dominion under the title of the Irish Free State. It was 
agreed that in case of doubt Canada should be regarded as 
the model 

The birth of the new Dominion was attended by blood- 
shed and stnfe, since Mr. de Valera, and those in Sinn Fein 
who followed his lead, denounced the Treaty as a com- 
plete betrayal of the ” Republic ” that had been declared in 
Dublin in 1916. A bitter civil war broke out and raged 
for a year. Arthur Griffith, first President of the Free 
State, died within seven months of his taking office, and 
Michael Collins, the leader of the Free State forces, was 
dhin by Irish hands. The pro-Treaty party, led by 

’ Ireland^ hy R. II Murray and Hugh l.aw. 
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Cosgravc, honoured their pledges to the 
British and ruthlessly suppressed the dc Valera secdon 
of Sinn Fein. The history of Ireland is shadowed with 
tragedy; dark indeed are the shado"ws cast by the cruel 
fate which forced those who accepted the Treaty to 
condemn to death and cause to be destroyed men like 
the gallant and romantic Erskine Childers, who had served 
in the Bridsh navy against Germany and subsequently 
fought for Sinn Fein in the cause of Irish independence. 
In May 1923, dc Valera gave the order to cease active 
operadons although the Republican deputies, of whom 
forty-four were elected at tlie 1923 elections (against 
sixty-threc supporters of Cosgravc), still refused to take 
the oath or their seats in the Dail. By July 1927 the 
Republicans were considering the desirability of co-operating 
in the work of the Dail as a necessary preliminary to gain- 
ing power by constitutional means, and talk was being heard 
of the possibility of compromise on the issue of the oatL 

Was it possible that the Irish question could ever 
revive now that the Irish were rid of the Enghsh ad- 
ministration ? 

In Chapter XXII of tliis book wc shall find that Anglo- 
Insh relations lived up to their reputation of providing a 
never-ending problem. For the moment, we can conclude 
this sketch of Irish affairs during the first half-decade after 
the War by pointing out that Anglo-Irish relations were no 
exception to the general rule which permits us to select the 
period round about 1926 as one characterized by a general 
improvement in the world’s political and economic outlook. 
The satisfactory manner in which the Irish question had 
apparently been laid to rest was of considerable importance 
to the British Government from the point of view of 
co-operation berw'cen Great Britain and the U.S.A. It 
will be recollected ^ that round about 1923-24 the British 
Government was anxious to act as a bridge across which 
the U.S.A. miglif be induced to retuni to co-operation in 
world affairs. Close friendship and co-operation with the 
U.S.A. was a cardinal objective of British foreign poHcy 

' See pp. lao )o. 
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after the War, and the establishment of the Irish Free State 
— an act generally considered in America as being a generous 
and complete fulfilment of Irish ambitions — removed a 
long-standing source of ill-feeling between the United 
States of America and Great Britain. 


3. India 

w 

In 1913, at the rise of the curtain upon “ Our Own Times/’ 
fifty-five years had elapsed since the powers and functions 
of the East India Company had been transferred to the 
British Crown. During that half-century the progressive 
and dynamic daemon of western civihzation had beat upon 
the social structures of the East, and India’s peoples had not 
escaped the impact. On the contrary, British civilization, 
its trade, its justice, its ideals of self-government, its public 
works, its language, its literature and its educational system 
had been in part offered to, in part imposed upon the Indian 
Empire. In 1885 the Indian National Congress was founded 
as me organ of the Nationalist movement, and modern 
Indian problems began to take shape. Problems, not 
problem. In 1905 Japan defeated Russia. In 1911 the 
Chinese Republic was bom. The East was counter- 
attacking. 

India, that vast sub-continent, half as large as the U.sS.A., 
inhabited by 352 mUhon people, of whom 228 milhon arc 
agriculturalists ; India — repository of race and rcHgion and 
language — (there are 24.0 million Hindus, 80 million Mos- 
lems, 13 million Buddhists — ^mosdy in Burma — 6} milhon 
Christians and 4i milhon Siklis, and there are twelve 
important languages in use). India, where the expectancy 
of life of the new-born baby is 23 J years ; ^ India — birth- 
l^ce of Mr. Gandhi, the political-saint and saint-pohtician, 
and the lowly sweeper; India — the home of caste, of 
BLaJahs, of fighting men, of Bengalis soft as the Punjabi is 

^ Because the infantile death-rate for all India (in 1913) was 173 per looo, 
or over twice that in England and Waloi. 
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harjd ; o£ men whose skin is near white and whose ancestry 
makes the proudest line in Debrett seem but a trickle in 
the stream of time ; of black men and simple savage hill 
and wood men; of great merchant princes and indus- 
trialists and of sweated labour in due Bombay mills. . . . 
India ! with the problem of adjustment of her communal 
differences ; the problem of making a national unit of this 
heterogeneous swarm of humanity, a problem which was 
the result of the impact of western civilization upon the 
Indian people. When the British irrigated India, built her 
railways, gave her the lingua fianca of English and the 
steel framework of a central government, they created the 
problem of Indian self-government. Interwoven with this 
all-Indian task is the question of the political and economic 
relationship between these millions in India and the 
electorate in Great Britain.^ 

The relations between the British Parhament and the 
inhabitants of the Indian peninsula are further compheated 
by the fact that one-third of the land, and between one-fifth 
and one-quarter of the people is ruled by native princes, 
some of whose domains are twice as large as England 
and Wales, sc'inc no larger than a small country estate. 
The relation between these princes and the King-Emperor 
as the Paramount Power is governed by treaty and their 
degree of independence varies enormously. 

If is strange that the people of the United Kingdom 
watch with wonderment towards the end of these our 
times a great experiment in the United States of America, 
in apparent ignorance of the tact that for many years an 
even more daring experiment in government has been 
conducted ui their name and upon their responsibility in a 
land only a few days’ express flight from London. 

(fc) 

The fact tliat Indian troops had fought in France in 1914 
and later campaigned in Palestine and Mesopotamia, 

^ For a picture of the Indian scene see Vol. I of die Report of the Indian 
Statutory Commission, Cmd. 3568 of 1930. 
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coupled with the widespread feeling in Great Britain that 
the War was being waged for the cause of liberty and 
freedom, were circumstances which caused the British 
Government to take an important step forward in the 
development of Indian constitutional reform. It is note- 
worthy that India was represented at the Imperial Conference 
of 1917 and her representatives took part in the discussions 
which took place at that and subsequent conferences on 
such questions as imperial foreign policy, and inter-imperial 
constiaitional relationships on an equal footing with die 
representatives of the Dominions. Ever since the Govern- 
ment of India was taken over from the East India Company 
in 1858, self-government had been accepted in principle as 
die ultimate objective of British rule. The War, and die 
widespread enthusiasm for the dcKtrinc of “ self-determina- 
tion ” which followed, served merely to accelerate the rate 
at which the principle was translated into practice. 

The War broke up those foundations of nineteenth- 
century western civilization, which were already cracking 
in 1913, and the traditional British policy in India of slowly 
adapting their benevolent autocracy to the demands of Indian 
nationalism was no exception to the rule. 

The Secretary of State for India, Mr. Montagu, made 
a declaration in the House of Commons on August 20th, 
1917, in which occurred the words : 

“ The policy of His Majesty’s Government, with which 
the Govenimenc of India are in complete accord, is that 
of the increasing association of Indians in every branch 
of the administration and the gradual development of 
self-governing institutions with a view to the progressive 
rcali2ation of responsible government in India as an 
integral part of the British Empire.” 

The Indian National Congress in December 1917 “ ex- 
pressed its grateful satisfaction ” with this pronouncement. 

The Secretary of State next visited India in order to 
ascertain how best to put into practice the promises made 
in the declaration The result of this visit was the Montagu- 
Chelmsford report which, published in July 1918, proposed 
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that a substantial share of the Government of India should 
be given to representatives chosen by an Indian electorate. 
These proposals were subsequently embodied in the 
Government of India Act of 1919, in connection with which 
the King issued a proclamation stating that : 

“The Act which has now become law entrusts the 
elected representatives of the people with a definite share 
in the government and points tlie way to full responsible 
government hereafter.” 

The reforms, which in their main features were only 
applicable to British India, consisted of a scheme based on 
a principle known as dyarchy — or division of rule. The 
Central Government remained entirely responsible to the 
British Parliament, though a representative central legis- 
lature capable of influencing the Viceroy and his Council 
was to be established.^ This body was to consist of two 
Houses — a Legislative Assembly and an Upper House called 
the Council of State. In the Legislative Assembly two-thirds 
of the members were to be elected and one- third nominated. 
In the Council of State die Government had a permanent 
majority. 

It was, however, in the provincial governments that 
great changes were proposed. Bach province was to have 
an enlarged Provincial Legislative Council in which elected 
members would be in a majority. Subjects of government 
were divided into “ Reserved ” and “ Transferred.” The 
former included police, justice, prisons, famine relief, 
migration, labour legislation and taxation ; and the latter 
comprised Indian education, hygiene and public health, 
public works (including roads) and local government. 
These transferred subjects were handed over entirely to 
Indian ministers who were responsible to die State Legis- 
lature. Their regulations could not be disallowed by the 
Governor, and they could not be removed from office 
except on a vote of the Legislature endorsed by the Govemor- 

' In the Morlcy-Minto reforms of 1909 the embryo of a central government 
rcpiesentative institution consisting of 60 members (35 nominated by the 
Governor-General and elected) had been set up. It was replaced m 1911 by 
die new bi-cameral legislature. 


253 



Our Oum Times 


m-Coundl, Within this limited sphere hidiaiis were 
accorded full responsible government. Whereas with 
regard to the reserved subjects the ministers, whilst open to 
the critidsin and advice of the Legislature, were not 
responsible to it, and, as was also the case in the Central 
Legislature, an advene vote in die Assembly did not prevent 
a measure becoming law if the Govemor-in-Council 
considered it was necessary for the general safety and 
welfare. 

Finally, it was proposed that within ten years of the 
first meeting of the new Legislative assemblies, a review 
should be made of the whole state of Indian constitutional 
government. 

On February 9th, 1921, the Duke of Coimaught, in- 
augurating the new Indian Central Legislature at New 
Delhi, read a proclamation from the King-Bmperor in 
which there was a passage as follows : 

“ For years, it may be for generations, patriotic and 
loyal Indians have dreamed of Swaraj for their Modicr- 
land. To-day you have the beginnings of Swaraj within 
my Empire, and the widest scope and ample opportunity 
for progress to the liberty wliicli my other Dominions 
enjoy.” 

In March of the same year a revised instrument of 
instructions from His Majesty to the Governor-General 
contained the following statement : 

” For above all things it is Our will and pleasure that 
the plans laid by Our Parliament . . . may come to 
fruition to the end that British India may attain its due 
place among Our Dominions.” 

Another stage had thus begun in the development of 
Indian self-government. The reforms of 1919 did not, 
however, satisfy the hopes of the Nationalists who had 
expected better things from the 1917 declaration. 

The “ moderate Indian representatives decided to co- 
operate with the Govemment in trying out the new reforms, 

254 



The British Empire 

but Mr. Gaiidhi and his friends announced in April 1920 
that they would no longer co-operate with the British. 

The repressive measures' undertaken by the British 
Government in order to subdue the terrorist activities of 
Indian extremists, and especially the tragedy of Amritsar 
in April 1919, created very unfavourable conditions for 
co-operation between the left wing Nationalists and the 
British Government. The Amritsar episode in which 
General Dyer ordered troops to open fire without warning 
upon an illegal assembly composed of an unarmed crowd 
of several thousand persons, with the consequence tliat 379 
persons were slain and over a thousand were wounded, 
sent a shock rippling round the civilized world and did 
much to convince Indians of all classes that Great Britain 
was not sincere in her many pledges to grant self-govern- 
ment to India. 

The Nationalists boycotted the new constitution in 1920, 
but at the second elections in 1923 a section of the party 
under Mr. Motilal Nehru sought election so as to wreck 
the constitution from within. The practical dilFiculties of 
working dyarchy ” were enormous, since in practice 

reserved ” and “ transferred ” subjects were often closely 
interlocked, but it was inevitable that the system should 
fail to live up to the expectations of its authors when 
to its inherent defects were added the birtemess of the 
struggle between the Nationalists and the British Raj. 
It is just conceivable that if the vast majority of active and 
politically conscious Indians had been willing to accept 
the reforms and work them, the history of India from 
1921 to 1926 would have shown a real progress towards 
Indian self-government, but, in fact, it was at about tliis 
date of 1926 that in contrast with other parts of the world, 
the political state of India presented an unsatisfactory 
appearance, although even here tlicre were signs that a 
group of moderate Nationalists doubted the wisdom of 
the obstructive attitude of Mr. Gandhi. Nevertheless the 
extremists were still a factor to be reckoned with by tlic 
British Government, and the Indian scene was darkened 

I Notably the Rowiatt Act. 
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by grave communal disturbances betwem Hindus and 
Moslems. 

It was a scene of confusion, strife and suppression which 
presented itself to the new Viceroy, Lord Irwin, when he 
assumed his reponsibUities in 1926. He realized that a 
supreme effort was needed if a peaceful solution of the 
Indian question were to be reached. But wc must reserve 
further consideration of Indian developments to Chapter 
XXII of this study, and pass on to the third problem 
mentioned in the introductory note to this chapter. 


4, Imperial Constitutional Developments 

It was in June 1921 that there assembled in London a 
“ Conference of Prime Ministers and Representatives of the 
United Kingdom, the Dominions and India.*’ The new 
phase of evolution into wliich the Empire had passed, through 
the furnace of war, was illustrated by the extent to which 
matters of foreign policy exercised the Conference. The 
delegates sat in council to discuss dieir attitude towards the 
Upper Silesian dispute ^ and the allocation of reparations 
as between members of the Empire was settled. 

The Conference gave its unqualified support to tlic 
proposal of President Harding that a naval disarmament 
conference should be held in the U.S.A. The position of 
the Empire vis-^-vis the League of Nations was considered, 
Mr. A, J. Balfour said that should the calamity of a collapse 
or abandonment of the League occur, “ it is not in tlic life- 
time of this generation that a serious effort will again be 
made to substitute the rule of justice in International Affairs 
for that of force ; and the horror of five years of war will 
have been endured in vain.** 

At an Imperial War Conference held in 1917 it had beai 
agreed that as soon as possible after the War an Imperial 
Constitutional Conference should be held. The prospect 
of a discussion on such a delicate subject seemed less attractive 
in 1921 than it had done in 1917 and the project was 
abandoned.* 

* Sec p. 201. 
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lu 1922 there occurred the notorious “ Chanak incidmt/* 
which raised in an acute form the whole question of the 
right of one or more members of the Commonwealth to 
remain neutral when and if one or more of the other 
members was involved in war. 

As mentioned in Chapter VIII, the Allies were so pre- 
occupied with the business of dealing with Germany, 
Austria and Hungary after the War that the case of Turkey 
was left over for further consideration, partly because the 
Allies were by no means in agreement as to how to divide up 
the Turkish delight, and partly because the Turks had been 
so utterly defeated that it seemed safe to put the victim on 
one side for future dissection. This proved to be an error. 
The Turks took advantage of their respite, and by the 
autumn of 1922 the Greeks, who had been encouraged by 
the British to invade Anatolia and bring them to order, 
were in full retreat wliilst the position of British (United 
Kingdom^ troops on the Asiatic shores of the Dardanelles 
seemed litcly to become critical. The French, in order to 
advance their own policies in the Far East, had been 
intriguing with the Turks behind the scenes. France was 
not prepared to do anything to arrest the confident advance 
of the Turks, and the latter having routed the Greeks, 
were showing a disposition to try conclusions with the 
British. 

On September 15th, 1922, the Dominion Governments, 
who had long since believed that the prolonged dispute 
between the Turks and the Allies was a European sflair 
in which they had no concern, were astonished to receive 
a telegram from Downing Street informing them that a 
critical situation had arisen and that His Majesty^’s Govern- 
ment (in London) would be glad to know whether in the 
event of hostilities breaking out the Dominions would be 
ready to be represented by contingents. New Zealand and 
Australia replied in the affirmative, though the Australian 
answer contained reservations ; but Canada and South 
Africa made it clear that tliey resented this bolt from the 
blue and had no intention of being drawn into another war. 
In fact, war did not break out, since the Turkish Government 
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agreed to enter into negotiations which led to the fina 
Peace Treaty of Lausanne,^ but the episode of Chanai 
caused much feeling in the Dominions, especially in Canada 
where it was interpreted as a revival of the pre-War practice 
of ruling the Empire from Downing Street. 

In 1923 an Imperial Conference was held in London wliicl 
was notable for die fact that it was attended by Mr. Cosgrave 
the President of the Executive Council of the Irish Free 
State. The most important matter dealt with at die 1923 
Conference was that of the negotiation, signature and 
ratification of Treaties by members of the Coniiiionwealth 
Resolutions were passed amongst wliich was one which 
declared that it was “ desirable diat no treaty should bt 
negotiated by any govermneiits of the Empire without 
due consideration of its possible effect on other parts ol 
the Empire, , . 

It cannot be said that these resolutions amounted to mucli 
although they were concerned widi a strictly practical 
problem, since the treaty-making powers of the Dominions 
had developed considerably, and it was significant that 
shortly before the 1923 Conference a Fishery treaty between 
Canada and the U.S.A. was signed by the Canadian dele- 
gate alone, the (Canadian Government making it clear 
diat they did not propose to allow the British Ambas- 
sador in Washington to put his name to tlic document on 
behalf of the Government in London. 

It was at the Imperial Conference of 1926 tliat the issue 
was faced as to what the constitution of the Empire (1926 
style) really was. The Conference adopted a report from 
its Sub-Committee on inter-imperial relations, wliich stated 
that the Empire, ** considered as a whole, defies classification 
and bears no real resemblance to any other political organiz- 
ation which now exists or has yet been tricef.” In the words 
of Arnold Toynbee : ^ ‘‘ The fundamental paradox of this 
mysterious ‘ political organization * was its simultaneous 
unity and multiplicity. On the one hand, the British Empire 

* Sec p. 179. 

* Tis Cofkiu^t of Brimh Empirt Foreign Ushtions since the Peace Treaty^ 
OjtfoixJ University PresA, (This work siioukl be studied for a detailed analysis 
cl the «di^ea'*matter of dds aecdon.) 

* 2^8 



The British Empire 

was tmdoubtedly a single state in both municipal and 
international law. In municipal law ... a common 
British citizenship . . . made it impossible ... for any 
one community of * British subjects to go to war with 
any other, however fully such communities might be . . . 
sovereign independent states. Conversely, it was impossible 
for any community of British subjects to be at peace with 
a foreign country with which the British Empire was at 
war.’* ^ So much for theory. In practice, events since 1919 
had proved that the unity and equaUdes of rights of British 
citizenship could be disregarded by Dominions in framing 
their immigration laws. Indian subjects of the King- 
Emperor harboured a long-standing grievance against South 
Africa in tliis respect. 

The Canadians had made it clear that their ratification of 
the Lausanne Treaty with Turkey had bound them only 
“ legally and technically ” and that it lay with the Canadian 
Parhament to decide “ of its own volition ” what “ active 
obligation ” Canada should incur. The Locarno Treaties ^ 
specifically excluded the self-go venting Dominions and 
India from the obligations undertaken therein by Great 
Britain on behalf of the Empire until the Dominions 
voluntarily adhered to die treaties — an act of international 
co-operation which, up to 1934, none of the Dontinions 
had sem fit to undertake. It is also worth noting that at 
the time of die 1926 Imperial Conference the constitution 
of the Irish Free State was in force, Article 49 of which 
provides that “ save in the case of actual invasion the Irish 
Free State shall not be committed to actual participation in 
any war without the consent of its parliament.” 

Faced with these and many similar paradoxes, the 1926 
Conference in a series of bold obscurities had the hardihood 
to declare diat the association of self-governing communities 
had, ” as regards all vital matters, reached its full develop- 
ment ” and that the relations between Great Britain and the 
Dontinions might be ” readily defined.” 

^ General Hert20g cleMMed tliis proposition when he presented tlie Report of 
the 1946 Conference to the Soutli African House of Assembly. 

* Sec p. 275. 
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Tbm followed Ac famous definition : 

** They (Great Britain and Ac Donmnons) are auto- 
nomous communities within Ae British Empire, equal 
in status, in no way subordinate one to anomer in any 
aspect of their domestic or external affairs, Aough united 
by a common allegiance to Ae Crown, and freely 
associated as memben of Ae British CommonwealA of 
Nations/* 

To Ae inquiry “ What does it mean ? ** Ac present writer 
confesses Aat he is obliged to fall back on die reply which 
one will receive if one asks an arrist Ae “ meaning ** of a 
sur-realist picture. “ Mean ? It docs not mean anything ; 
it is simply what it is.” 

The 1936 Conference also declared Aat “ notliing would 
be gained by attempAig to lay down a constitution for 
Ae British Empire.” 

As Mr. Bruce (for Australia) observed : “ It is quite 
impossible for an Empire progressing continually, as wc 
are, to have such a document. If we had had it m the past, 
eiAcr it would have had to be tom up or it would have 
destroyed Ae Empire.” ^ 

To sum up. In 1926 Ae Irish question seemed to be 
setded. The great constitutional experiment in India was 
moving forward along Ac lines appointed by the Govern- 
ment of InAa Act ot 1919, alAough it was already clear 
that Ae world of InAa was moving faster than had been 
foreseen would be the case when a transitional period of 
ten years dyarchy was cstabliAcd. The self-govenmig 
Dominions had jealously asserted their post-War inde- 
pcndence and a sudden leap forward in real status, which 
by its rapidity might have been expected to cause Asruption 
in most political organizations, had bcai smoothed over 
and rationalized by the British genius for compromise, and 
a formula liad been found by Ac Imperial Conference of 
1926 which satisfied all and harmed none except the more 
logically minded lawyers. Rashly, and— one might add — 
with a certainty of definition thoroughly un-British, Ac 

^ ^ Cmd. 4769 of J927, 
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statesmen of the Empire in 1926 actually committed them- 
selves to the statement that in its great growths the story of 
the relations between Great Britain and the Dominions had 
reached its predestined end. Our Own Times — as we shall 
see later on in tliis study — were to prove them wrong, 
but the underlying feeling which prompted that rash 
diagnosis was but one aspect of a general feeling which ran 
round the world at this time (1925-26). A sensation; a 
hope ; a belief that the troubled times were over and that 
the War and its consequences — good, bad and indifferent — 
were at last under control. 



CHAPTER XlII 


THE ORGANIZATION OF PEACE 

** Political science does not make men ; but takes them from nature 
and uses them/' — Aristotle, PoStics. 

“ Covenants without the sword are but words, and of no strength to 
accure a imn at all." 

" If a covenant be made ... in the condition of mere naturef which 
is a condition of war of every man against every man upon any reasonable 
suspicion, it is void : A//t if there be a common power set over them both 
with right and force sufficient to compel performance^ it is not void*' 

Hobbes, Leviathan^ XVil. 

T he outstanding problem of political reconstruction 
wliich confronted the statesmen after the immediate 
legacies of the War seemed in 1925-26 to be in process of 
liquidation was that of the organization of peace. It was no 
new problem, for it was one which had always confronted 
men at the conclusion of great wars. In the past there had 
been some notable attempts to organize peace, efforts 
which, for a variety of reasons which must not detain us 
now, had invariably failed, and it says something for the 
sOfength of the human desire for peace that after the Great 
War sdll another attempt was made to solve this baffling 
problem. In some respects the outlook was favourable, 
since the forces of peace had at their disposal conditions and 
tools wliich they had never previously enjoyed. The War 
had been a world war; the so-callcd neutrals had suffered 
grievously, and there was univenal recognition of the fact 
that if peace could not be organized and firmly enforced 
it would be extremely difficult for any Power to be even 
nominally a neutral in the “ next war.** The problem was 
therefore one of universal concern. 

Secondly, and this new condition was really the corollary 
of that just mentioned, the universal spread of westcni 
dviHzationJ^with its marvellous communication system had 
made it technically possible to organize universal peace. 
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If it was possible to have a world war it was equally possible 
to have a world peace. 

Thirdly, the League of Nations existed. This was a 
new thing and a very valuable piece of international 
machinery for the organization of world affairs. Moreover 
— to quote the opening sentence in The Preamble to its 
covaiant — ^it had been specifically set up “in order to 
promote international co-operation and to achieve inter- 
national peace and security/^ 

It was also argued by some that the experiences of 1914-18 
had shown that war was becoming ever more frightful, 
and that since the next conflict would in all probability be 
waged to a considerable extent in the air and would certainly 
include attacks upon civil populations with chemical and 
incendiary bombs, these facts tended to strengthen the 
cliances of a successful attempt to organize peace. But 
experience shows that men can endure what they invent, 
and that to every offensive there is a defensive. For this 
reason, the three new conditions first mentioned seem 
to be the most important. So much for the credit side 
in an appreciation of the prospects for the organization 
of peace after the Great War. 

On the debit side stood a formidable array of difficulties. 
Clucf of these was that the great Leviathan, The Sovereign 
State, was still roaming the world in its sixty-six national 
shapes and disguises, and although most of the states had 
registered as visitors in the International Hotel at Geneva, 
they reserved the right to withdraw should the rules of the 
house not agree with their habits. The organization of 
peace necessarily involved the abandonment of the sovereign 
right of waging war, and, in the view of many people, it also 
involved some arrangements enforcing penalties ^ upon 
the state which broke die peace. These two conclusions 
struck at the very roots of sovereignty and were comparable 
in the field of politics to a proposal in that of economics 
that “ Free Trade ” and a Universal Money System 
should be made compulsory. 

Both in Part I of the Treaty of Versailles (the Covenant 


^ Commonly known as ” Sanctions.” 
I I 
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of the League *) and in Part V there was mention of Dis»- 
armament. In Part V, which is concerned with the 
arrangements of the disarmament of Germany, it is e3cpr^sly 
stated that the purpose of these arrangements is to make 
“possible the initiation of a general limitation of the 
armaments of all nations.*’ 

On March 8th, 1920, the Supreme Council of the Allied 
and Associated Powers requested the Coimcil of the League 
of Nations, which had been established a few weeks earner, 
to “ examine proposals without delay “ for the reduction of 
armies ever^here to a peace footing “ in order to diminish 
the economic difficulties of Europe.* 

Later in the same year die Brussels Financial Conference ® 
stated that reduedon of armaments was a necessary prelude 
to financial recovery. In the meandme, the League of 
Nadons had set up a Permanent Advisory Commission ® for 
Naval, Military and Air quesdons to advise the Council 
as to its dudes under Ardcles I and VUI of the Covenant. 
At its First Assembly on December 14th, 1920, the League 
states-members recognized diat something more than a 
technical problem was involved in the single word “ dis- 
armament,*’ and a hint of recognition of the wider issues 
of “ the organizadon of Peace ** is to be found in the 
decision that any scheme for disarmament must be “ based 
on a thorough feeling of trust and security as between nadoii 
and nation. ’ A committee, called the Temporary Mixed 
Commission, was set up in February 1921 — it remained in 
being until the Assembly of 1924 — with instructions to 
examine and report on the whole problem. 

The winter of 1921-22 was remarkable for a regional 

* Sec Appendix I, In Article 8, “ Members of the League nscognizc tliat the 
maintenance of peace requires national armaments of die lowest point consistent 
wjtli national safety and die enforcement by common action of international 
obligations,” and directs the Council to “ formulate plans for sucli reduction ” 

. . . and to advise how die evil edects attendant upon '* *' the manufacture by 
pdvate enterprise of munitions *' can be prevented. Also ” Members of die League 
undertake to interchange full and frank information as to the scale of t&ir 
aitnaments.” 

^ See p. 323, 

* IHs Commission is an imposing but useless body consisting of an army, 
mivfll and air force officer from eacli country represented on the CoundL Tech- 
n^iy speaking, it would have the duty of otganizing a League war. Its 

with disarmament questions has been slight. 
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attempt to deal with one aspect of the armaments questions, 
and that was the danger of a naval race between Great 
Britain and the U.S.A. and rivalry between the U.S.A. 
and Japan in the Pacific area. The result was the Washington 
Naval Treaty,^ in wliich Great Britain recognized the right 
of the U.S.A. to parity of naval strength. On the British ^ 
side the extreme need for economy was the principal 
motive which led to the signing of the Treaty. In the 
case of the U.S.A. it obviated the necessity of completing 
ships she would have had difficulty in manning, and it 
detached Japan from alliance with Great Britain. It j 
was at this conference that Great Britain first pressed for 1 
the abolition of submarines — a proposal which was in- | 
dignantly rejected by France for reasons whose hypocrisy | 
was only equalled by those advanced by the British in 
support of their plan. 

To return to Geneva. The Temporary Mixed Com- 
mission ® reported to the second Assembly of the League 
tliat a feeling of insecurity was the cliief obstacle in the 
path of disarmament. The Assembly asked the states- 
members to report wliat sized armaments they required 
for “ their national security,” and the T.M.C. was invited 
to draw up a plan for armaments reduction. The first 
question was obviously absurd, since each state based its 
** requirements ” on the size of other armed forces\ though 
strict historical accuracy obliges us to record — at^the risk 
of being accused of loving every country better tlian our 
ovm — that the British Admiralty has on occasion put 
forward the view that there is an irreducible “ minimum ” 
of British naval strength, irrespective of the size of other 
forces. When this argument is advanced the foreign 
delegate begins to understand what Mr. Ramsay Mac- 
Donald meant when he said in the U.S.A. : “ Our Navy 
is us.” Clearly ” us ” cannot be allowed to become too 
small. Unfortunately the French ” Nous ” is an army, 
whilst at the close of Our Own Times the British 

' See p. ai4- , ^ , 

* The Committee wm mixed because it consisted of experts on pobneal, social 
and economic tubjects ; technical experts and members of the Leaguers Financial 
and Economic Committees and represenwitives of the IX.O. 
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Ak Force was also putting forward strong claims to 
be “ us." 

By the time the Tliird Assembly of the League met in 
1922 die T.M.C. had considered a number 01 plans and 
had discovered tiiat the root of the difficulty was political 
and that progress was impossible until something had been 
done to cope with the problem of security. In its fourteenth 
resolution the Third Assembly declared that disarmament 
depended upon a sense of security, and it directed its organs, 
the T.M.C. and the P.A.C. (Permanent Advisory Com- 
mittee) to produce a draft of a treaty giving security to states 
willing to reduce their armaments. An important contro- 
versy at once arose as to how security was to be assured. 
One school of thought (it spoke French) maijitained that 
there should be a general treaty guaranteeing to a state 
that was attacked the support of all the states-members of 
the League: their rivals maintained that this would be 
altogether too vague and give no one any fcchng of 
security. What was required, declared the second school, 
was a prearranged plan of defence, and this could best 
be obtained by groups of states contracting defensive 
alliances. The “ Universalists," of whom Lord Robert 
Cecil was the principal spokesman,* declared that these 
regional tactics would start afresh the bad old system of 
groups and alliances which was clearly our of keeping with 
the universal spirit which tlic League existed to foster. 

After much discussion the T.M.C. managed to effect a 
compromise benveen “ Uiiivcrsalists " and “ Rcgioualists,” 
and the result was the Treaty of Mutual Assistance. This 
draft treaty opened with a statement that “ aggressive wai 
is an international crime," and it proceeded to lay down 2 
series of guarantees together with provisions for their applica- 
tion. It maintained the principle of " general assistance " anc 
thus met the point of view of die Uuiversalists " wliilst, b) 
providing for the conclusion of supplemcntaiy defensiv( 
agreements whose compatibility with the provisions o 

^ As an individual. The British Governtnent’s representative at the Secotn 
Assembly had spoken in favour of regional agreements since, in die opinion c 
the absence of tlie U.S,A. and the U.S.S.R. from the Couneil TabI 
of the League made universal sdiottes impracttcabie. 
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the Ckjvenant were to be examined by the Council, the 
Treaty met the wishes of the “ Rcgionalists.*’ The Council 
was to be given special powers in times of emergency. 
The proposed Treaty of Mutual Assistance was submitted 
to the Fourth Assembly of the League, which circulated it to 
governments for their comments. Twenty-nine replies 
were received, of which eighteen were favourable in 
principle, but the unfavourable replies, which included 
messages from the U.S.A., the Soviet Union and Great 
Britain, killed the project. The British Government’s 
criticism, which was signed by the Prime Minister (Mr. 
Ramsay MacDonald), pointed out that the proposed treaty 
would enormously compheate international relations ; that 

a general guarantee ” was “ precarious ” ; that the treaty 
did not contain any proposals for substantial disarmament ; 
that the part of the treaty which contemplated the “ super- 
imposing on a general treaty of a system of partial treaties ” 
was a retrograde step towards the pre-War system of 
alliances. A widespread criticism of the treaty was that it 
contained no provision for the definition of the aggressor. 

The Fifth Assembly of the League met in 1924 and was 
forced to recognize that the failure of the Treaty of Mutual 
Assistance marked the end of the first large-scale post-War 
attempt to reduce armaments. It so happened that this 
public and well-adverased failure to make even a start 
with the orgamzatitin of peace coincided witli die beginnings 
of a marked improvement in the general political and 
economic situation of Europe.^ 

Governments of a Liberal character were in power in 
Great Britain and France, and their respective cluefs (Mr. 
MacDonald and M. Herriot) attended the Assembly and 
participated in the debate on disarmament and security. 
The British Prime Minister said : “ Our interests for peace 
arc far greater than our interests in creating a machinery 
of defence. A macliinery of defence is easy to create, 
but beware lest in creating it you destroy the chance of 
peace.” 

1 S«c p. 131. I'lie Kiilir had been evacuated and the Dawes Sclieme for 
reparadoM wm in being. 
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M. Hcnioc in iis rqjy observed: ‘‘Arbitration i$ 
esmtia} but it is not suiSdent. It is a means but not an 
end. It docs not entirdy fulfil the intentions of Article 
VIH of the Covenant which, if I may again remind you, 
arc security and disarmament. We in France regard these 
three terms — arbitration, security and disarmament — ^as 
inseparable, and these three words would be but empty 
abstractions did they not stand for living realities created 
by our common will. Arbitration is justice without 
passion, but although justice is passionless it must not 
be powerless; force must not be the monopoly of the 
unjust.” 

As a result of the discussions which took place, the Fifth 
Assembly officially recognized the intcr-connection between 
disarmament, security and arbitration. The connection between 
the first two had previously been established, and the third, 
arbitration, was now added. According to Mr. MacDonald 
and M. Herriot, the aggressor would be the one who refused 
arbitration. It was recognized tliat states will not disarm 
until they feel “ secure,” and that security depends upon 
superior armaments or acceptance of some alternative to 
war as a method of settling disputes. It was further con- 
sidered by many Powers that the alternative to war must 
be backed by “ sanctions,” 

The consequence of this new formula was the preparation 
by the Assembly of a draft treaty in which the factors of 
arbitration, security and di.sarmament were interlocked. 
This was the famous “ Protocol for the Pacific Settlement of 
Intemational Disputes.” 

The most important features in the Protocol were : 

(tf) The outlawry of war. 

(6) Compulsory arbitration supported by sanctions. AD 
disputes were to be judged either by the Permanent 
Court of International Justice, or by an arbitral 
tribunal or by the Council. If the parties to the 
dispute refused to accept the arbitral or judicial 
decision they were to be judged to have broken the 
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terms of the Protocol, “ a breach ** which, in the 
words of M. Politis, who “ reported ” the first part 
of the Protocol to the Assembly, “ involves consc- 
aucnces and sanctions according to the degree of 
the gravity of the case/' 

(c) An attempt was made to lay down a procedure for 

determining the aggressor^ which, broadly stated, 
amounted to the fact that the Power which refused 
arbitration was to be considered the aggressor. 

(d) The provision of economic, financial, naval, military 

or air sanctions against the aggressor. ^ 

The Protocol was intended to make possible a general 
reduction of armaments, and tlie signatories of the Protocol 
were to undertake to participate in an international dis- 
armament conference which was to open on June rsth, 
1925. Moreover, the arbitration and security arrangements 
of the Protocol were not to come into force until a plan 
for the reduction of armaments had been agreed upon, and 
only states accepting tliis plan were to enjoy the privileges 
of the Protocol. The Assembly, after some debate in which 
the Japanese raised objections to certain features of the 
Protocol, adopted the Treaty and it was submitted for the 
consideration of the various governments who were mem- 
bers of the League. The time for its examination was 
extended at the request of the British Government (a 
Conservative government was now in power) in order that 
consultation should take place with the Dominions. The 
London government suggested to the Dominions that an 
Imperial Conference be held to discuss the Protocol, but 
tliis idea was not acceptable to the Dominions and the 
question was referred to the Committee of Imperial 
Defence. 

At a meeting of the Council held in March 1925, the 
British Government explained why it could not accept the 
Protocol, and since the divergence of views between France 

1 Sec Article X of tlie Protocol. .. .r i f ^ i 

* It was hoped in this part of die Protocol to fortify die vagueness of Article 
XVI of die Covenant of the League, 
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(which immediately accepted it) and Great Britain in this 
matter were fundament^ and have remained in being 
throughout the post-war yean of Our Own Times it is 
imponant to set forth their particulars- The basic difference 
between the British and French standpoints is that the former 
have a constitutional dislike for complete and logical schemes 
in the conduct of affairs. They are empiricists and prefer to 
deal with problems as they arise on what they call “ com- 
monsense lines.’' To the Anglo-Saxon mind, theories can 
always be adjusted to the facts, and to the Latin accusation 
that the Englishman is so intellectually lazy that he cannot 
be bothered to think out the elements of a problem, the 
accused retorts that experience has shown him that in 
real life there are in any given problem so many imponder- 
ables and unknown factors riiat too much preUminary 
thought usually results in waste of rime and mental energy. 
The British have no liking for a written rigid constitution ; 
they alter it day by day in accordance with their practical 
needs. The continental mind views with contempt this 
hit-and-miss method, this worship of trial and error, but 
the intellectual scorn is tempered with astonishment and 
perhaps envy at the number of hits which are scored and 
by speculation as to whether the whole business is merely a 
smojce-screen of amateurishness which the Englishman, with 
diaboheal cunning, sets up to conceal the workings of a 
far-seeing and calculating mind! 

The deeper causes of the different mental processes just 
mentioned are in part mysteries which will not be fully 
revealed either to Englishmen or Continentals until they 
stand side by side before the Judgment Seat, but the practical 
consequences of these differences can be well illustrated by 
some quotations from the speeches made by Mr, Austen 
Chamberlain (British Foreign Secretary) and M. Briand 
(Foreign Minister of France) at the thirty-third meeting of 
the Council in March 1925.^ Mr, Chamberlain expressed 
“ the sympathy felt throughout the British Empire with 
atly effort to improve the international machinery for 
maintaining the peace of the world/* but added that his 

^ S«e i^cuEue ofHfttiOfis official Toumal. April f osf. p. 444 tt sta. 
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Government saw “insuperable objections to signing and 
ratifying the Protocol in its present shape,” ^ He explained 
that the British Government objected to compulsory 
arbitration. The clauses of the Protocol relating to sanctions 
were “ obscure ” and “ destroyed the balance and altered 
the spirit of the Covenant.” Mr. Chamberlain added 
“ Since the general provisions of the Covenant cannot be 
stiffened with advantage . . . His Majesty^s Government 
conclude that the best way of dealing with die situation is, 
with the co-operation of the League, to supplement the 
Covenant by making special arrangements in order to meet 
medal needs. . . . Within its limits, no quicker remedy 
for our present ills can easily be found or any surer safeguard 
against future calamities.” When M. Briand rose to reply 
he observed that the British Foreign Secretary’s statement 
was ” insdnet with serene aloofiiess and gentle pliilosophy.” 
“ France,” he explained, “ remains definitely attached to 
the Protocol,” Concerning regional agreements he ended 
his speech by saying — on the subject of the “ special 
arrangements ” advocated by Mr. Chamberlain — that “ she 
(France) does not scout the idea of regional agreements 
provided for by the Covenant and the Protocol. Never- 
theless, France, convinced that only the adherence of the 
nadons to a common protocol can induce them to renounce 
the compeddon in armaments and convinced that if the 
principles on wliich the Protocol rests arc abandoned the 
nadons vrill gradually revert to their old habits and to a 

' Some of these objections came from that British Empire to which Mr. Cham- 
berlain had just referr^. To die requests whidi die Briti^ Government (London) 
had addressed to the Dominions in December 1924 asking tliem for their opinions 
on die Protocol, die Dominions returned answers which showed that die document 
was disliked in all parts of the Empire. The Dominions — especially Canada and 
Soudi Africa — sheered off violently from the possible limitations of their 
sovereigndes and increases in their international obligations involved in the 
Protocol. New Zealand was shocked at the possibiliry of the Permanent Inter- 
national Court of Justice having jurisdiction over matters relating to the immigra- 
tion of coloured races into New Zealand or British belligerent “ rights ” at sea. 
The Canadians were alarmed at the prospect of having to be participators in 
the application of sanctions on behalf of a League of Nations of which dieir 
American neighbours were not members. These objections on the part of 
the Dominions carried great weight in London, where, as we have seen in 
Chapter )UI, the Home Government was at this time endeavouring to work 
out the new post-War relationahip between the self-governing members of the 
Commonweal di. 
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solution of their disputes by force, remains faithful to 
die signature she was the first to give, with the object of 
henceforth sparing herself and other nations the horrors of 
war from which she suficred so terribly,” 

Italy and Belgium supported the British point of view of 
hastening slowly, and notwithstanding an extraordinarily 
able and eloquent speech for the defence by one of its 
authors. Dr. Benes of Czechoslovakia, it was clear that the 
Protocol, and with it the plan for an international dis- 
armament conference in 1925, was henceforth to be 
numbered amongst the lost causes. 

Nevertheless, the problem of the organization of peace 
remained, inexorable and pressing, for as the years passed 
by, and with their passing took with them the first passionate 
reaction against the horrors of war, a new generation was 
coming into its own, a generation which would perhaps 
take peace for granted until in due course it woke up to 
find itself at war. 

^ ^The failure of the Protocol, which was the second general 
attempt to organize peace since 1919 — the Treaty of Mutual 
Assistance havmg been the first still-bom child in this 
family — ^was due to a great extent to the opposition the 
scheme encountered throughout the Empire, and since it had 
destroyed the French plan the British Government was 
moraJjy obliged to put forward its own scheme. It accepted 
the implied challenge and turned its energies to applying its 
theory of regional agreements to the centre of the European 
problem of insecurity, which was clearly the matter of 
Franco-German relations, and especially the fear in France 
of a revived Gennany. The French were afraid of Germany 
because they Iiad beaten her down to die ground, and their 
fear was analogous to that which would be experienced by 
the average man had he (with the assistance of some 
fiiendly spectators) unexpectedly knocked out the heavy- 
weight champion of the world. It was all very well, 
argued the average Frenchman, to be sitting on the prostrate 
body of the colossus, but the giant was already coming 
tOi he was stretching his limbs, and where were the 
spectators? What would they do if m due course the 
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German heavy-weight rose to his feet and assumed a 
fighting attituaee 

The British Government determined to make an attempt 
to give France security on the principle that if this could be 
done the clrief obstacle to disarmament would be removed. 
It so happened that in the spring of 1925 the German 
Government had let it be known that in certain circum- 
stances they would be prepared to give a voluntary guarantee 
diat they would not attempt to change the western frontiers 
of Germany nor resort to war to alter her eastern boundaries. 
The British Government used this German proposal as a 
starting-point and began the negotiations which cuhninated 
in the Locarno Conference in October 1925 and the 
Locarno Treaties (December 1st, 1925), The preliminary 
discussions were complicated and more than once threatened 
to be fruitless. So far as the British Empire was concerned, 
the Home Government had freedom of action subject to 
the reservation by the Dominions of their right to acc^t 
or reject any agreement which might be reached.^ The 
United Kingdom Government was also careful to explain 
to France and Germany that the maximum undertaking to 
which the people of Great Britain would subscribe was 
some sort of guarantee of the frontiers between Germany, 
France and Belgium. As Mr. Chamberlain said in the House 
of Commons in explaining the Government's foreign 
policy : ® 

Our obligations could not be extended in respect of 
every frontier. That is . . . the main reason why we 
rejected the Protocol. But wc thought that what we could 
not do in every sphere we might properly . . . advise 
our people to undertake in that sphere with which we 
were most closely connected.” 

Earlier in his speech, the Foreign Secretary, in support of 
his claim that the “ stabilization of peace in die West ” was 
a special concern of the British people, observed : 

' 1 ft fact, the Donhnions have never ratified die Locarno Treaties. This 
raises an inteitating point as to their position in the case of a war in which Great 
Britain may be involved by her Locarno obligations. 

» ffmtarJf Vol. j8a, pp. 136 « 
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** All our greatest wars have been fought to prevent one 
gircat military Power dominating Europe and, at the 
same time, dominating die coasts of the Channel and the 
ports of the Low Countries, . . . The issue is one which 
affects our security.” 

The French, profoundly suspicious of the German 
proposals, directed their gaze to Germany’s eastern and 
soutlicrn frontiers and noted that the German guarantee of 
the frontiers of Poland and Czechoslovakia, allies of France 
and creations of the sacred peace treaties, was significantly 
limited. France made tremendous efforts to induce the 
British Government to accept some extension of her pro- 
posed guarantee which should include the eastern and 
southern frontiers, but the Cabinet held firm. Indeed, had 
they not done so, tlicir promises would have been valueless, 
since in promising to guarantee France’s security against 
German attack they were already drawing hbcrally on the 
willingness of public opinion in Great Britain to undertake 
continental commitments. A proposal to put British force 
behind the perpetuation of the Polish Corridor would have 
aroused a storm of protest in Great Britain.^ 

The German Government also had its difficulties. The 
nationalist elements objected to the perpetuation of the 
status quo in tlic West and insisted that, at the very least, 
such a concession should be used to force the Allies im- 
mediately to evacuate the RJiineland.® As regards the 
eastern frontiers, die furthest Herr Stresemann and Dr. 
Luther (Foreign Secretary and Chancellor) dared to go in 
the face of a public opinion which regarded these frontiers 
as the crowning injustice of the Peace Treaty, was to 
propose that Germany should promise not to resort to 
force to obtain treaty revision in this respect. 

From these varying points of view of statesmen moving 
as &r ahead in the unexplored field of international peace 
as they dared under the watclifiil eyes of suspicious and 
nationalistic electorates, there emerged the compromise of 

* A* we ahall see on page 71 5, the Britiidt Government's attitude in this matter 
had ijot changed by 1934. 

* By the Treaty of Versaitles the Hhineiuid occupation was to end in 1934. 
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the Locarno Treaties.^ They fell into two groups : First, 
the Rhineland Fact^ — a treaty of Mutual Guarantee between 
Germany, Belgium, France, Great Britain and Italy, in 
which the frontiers of France, Germany and Belgium, and 
the demihtarization of the Rhineland are guaranteed. 
Also, provision for the pacific settlements of all disputes 
between France, Germany and Belgium, and the highly 
important undertaking of Great Britain and Italy to proceed 
to the assistance of France and Belgium or of Germany if 
one side be subjected to unprovoked aggression by the 
other. The iGiineland Pact is supplemented by Treaties 
of Arbitration between Germany and France and Germany 
and Belgium. The second group of Locarno Treaties (the 
Eastern Pact) consists of Treaties of Guarantee between 
France and Poland and France and Czechoslovakia providing 
for military assistance in the event of either being threatened 
or attacked, and Arbitration Treaties between Germany and 
Poland, and Germany and Czechoslovakia. 

At the conclusion of the Locarno Conference die states 
concerned expressed the view that the Locarno Pact by 
“ bringing about a moral relaxation of die tension between 
nations ”... would by “ strengthening peace and security 
in Europe . . . hasten on effectively the disarmament 
provided for in Article VIII of the Covenant of die League 
of Nations.” They undertook “ to give their sincere 
co-operation to the work relating to disarmament already 
undertaken by the League of Nations and to seek the 
realization thereof in a general agreement.” 

As the full significance of what seemed to have occurred 
at Locarno became widely realized the notes of optimism I 
rose even higher in the scale, and “ The Locarno Spirit ” j 
was expressed in the following typical utterances : 

” It (the Pact) was the real dividmg line between the 
years of war and the years of peace,” said Sir Austen 
Chamberlain, who was made a Knight of the Garter in 
recognition of his services as chief accoucheur. “ In the light 
of these treaties we are Europeans only,” declared M. Briand 
at the ceremony of signing the documents in London. 

1 Cmd, 1515. * Denounced by Herr Hitler in May 1936. 
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Herr Strescmann, not to be outdone, said: **Let cacb| 
one of us first be a citizen of Europe linted together by tEe\ 
great conception of civilization whidi imbues our Con-| 
dnent ... we have the right to speak of a European idea.” 1 
Whilst from far-off Wasmngton came the news that Mr. 
Coohdge accepted the results of Locarno “ as the indication i 
of a disposition on the part of Europe to help itself, which ' 
should DC deeply encouraging to all Americans who desire 
to help Europe/* ^ 

The conclusion of tlie Locarno groups of Treaties marks 
the end of die first piiase of the post-War attempt to organize 
peace. It was a period during which the results were 
negative, but none the less instructive. The lessons learnt 
were three in number. First, that armaments were the 
effects of fear and ct)uld not be abolished until states felt 
secure. Secondly, that security could only be given to 
states if steps were taken to organize internationally and 
universally some system by which it should be a punishable 
crime to resort to force to settle private disputes between 
states. Thirdly, that any such organizarion (of wliich the 
Treaty of Mutual Assistance and the Geneva Protocol were , 
tentative examples) involved an interference with the i 
sovereign rights of states which some of the most important 
countries were not prepared to accept. In short, that the 
efficiency and value of any organization for the preservation 
of peace depended upon the extent to which the states were 
prepared to recognize that the anarchy of sovereignty and 
the harmony of security could not exist side by side in 
international relations. 

From all dicse years of discussion emerged die compromise 
of the Locarno Treaties sponsored by the British, in which 
an attempt was made to insulate Western Europe and create 
a nucleus of security in this “ soft spot of intcmational 
politics. 

Although the conclusion of the Locarno Treaties had 
seemingly laid the foundations for Franco-German co- 
operation, they were only foundations. The problem of 
constructing a world-wide system of collective security, 

^ See TAe Tfmw, October a’lst, 1925. 
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ft system in which armaments should be limited, sdD coii4 
fronted the national states. The disarmament question p 
m particular was sdll lying on the Council table of the 
League.^ 

The sixth session of the Assembly met at Geneva in 
September 1925 and found itself in a difficult position 
regarding Disarmament, for since die Protocol was lost 
so also was the proposed International Disarmament Con- 
ference which had been dependent upon the Protocol. 
Nevertheless the Disarmament articles of the Covenant 
remained and could not be disowned ; so did the armaments ; 
and so did the certainty that Germany, who it was expected 
would shortly enter the League with a seat on the Council, 
would press her fellow-Leaguers to explain how it was 
that Germany, disarmed in the midst of an armed camp, 
was expected to feel secure. 

Some of the smaller states tried hard to bring about an 
early conference for the considcTation of a reduction of 
armaments, but this proposal was defeated, chiefly by 
Great Britain and Italy. The British Government, with 
their gaze fixed on the less ambitious but more practical 
goal of the Locarno Treaties, were in agreement with the 
Italian proverb tliat Che va piano, va sano, che va sano 
va lontano.” Nevertheless, the importunities of tlic smaller 
Powers had the effect of forcing the Council of the League 
to take some action in connection with disarmament. In 
fact, the Sixth Assembly went so far as to pass a resolution in 
which was included the statement that “any inactivity of 
the Council in tliis respect would fail to meet the ideas of 
the sixth Assembly.*’ 

Moved by this kick from the back-bench members of 
the League, the Council decided to appoint a “ Preparatory 
Commission for die Disarmament Conference,” ^ wliich 
was to hold its first meeting in February 1926 and to study a 

^ The memhership of this commission consisted of the ten states on 
Council, plus three non-Lcague members (Germany, the U.S.A. and Russia) 
and six otner Powers especially concerned in disarmament. 

The terms of referenoe of the Committee were as follows: “Fordet^ 
mining die questions which should be submitted to n preparatory exammation 
■with a view to a possBie conference for the reduction and limitation of armaments.*’ 
0talics mine. — o. K.-H.) 
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list of questions which a committee of the Council had been 
appointed to draw up. These questions are worth quoting, 
for, though drawn up as long ago as 1925, they indicate 
very clearly the complexities of this problem which still 
(1934) confront civilization : 

I. What is to be understood by die expression “ arma- 

ments ? *’ (a) Definition of the various factors — 

military, economic, geographical, etc. — upon which 
the power of a country in time of war depends. 
(6) Definition and special characteristics of the 
various factors wliich constitute the armaments of 
a countT)^ in time of peace ; the different categories 
of armaments — military, naval and air — the methods 
of recruiting, training, organizations capable of 
immediate military employment, etc. 

II. (ii) Is it practicable to limit the ultimate war strength 

of a country, or must any measures of disarmament 
be confined to the peace strcngdi? {b) What is to 
be understood by the expression reduction and 
limitation of armaments.” The various forms which 
reduction or Umitation may take in the case of 
land, sea and air forces; the relative advantages or 
disadvantages of each of the different forms or 
methods; for example, the reduction of the larger 
peace-time units or of their establishment and their 
equipment, or of any immediately mobilizablc 
forces ; the reduction of die length of active service, 
the reduction of the quantity of militar)’ equipment, 
the reduction of expenditure on national defence, etc. ? 

III. By what standards is it possible to measure the arma- 

ments of one country against the armaments of 
another, e.g, numbers, period of service, equipment, 
expenditure, etc. ? 

IV. Can dicre be said to be “ offensive ” and “ defensive ” 

armaments? Is there any method of ascertaining 
whether a certain force is organized for purely 
defensive purposes (no matter what use may be 
made of it in time of war), or whether* on the 
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contrary, it is established for the purpose in a 
spirit of aggression i 

V. (4) On what principle will it be possible to draw up 

a scale of armaments permissible to the various 
countries, taking into account particularly : popula- 
tion ; resources ; geographical situation ; length and 
nature of maritime communications ; density and 
character of the railways ; vulnerability of the frontiers 
and of the important vital centres near the frontiers ; 
the time required, varying with different states, to 
transform peace armaments into war armaments; 
the degree of security which, in the event of aggres- 
sion, a state could receive under the provisions of the 
Covenant or of separate engagements contracted 
towards that state? (h) Can the reduction of 
armaments be promotea by examining possible 
means for ensuring that the mutual assistance, 
economic and military, contemplated in Article XVI 
of the Covenant shall be brought quickly into 
operation as soon as an act of aggression has been 
committed ? 

VI. (4) Is there any device by which civil and military 

aircraft can be distinguished for purposes of dis- 
armament? If this is not practicable, how can the 
value of civil aircraft be computed in estimating the 
air strength of any country? {b) Is it possible or 
desirable to apply the conclusions arrived at in (4) 
above to parts of aircraft and aircraft engines ? 
(r) Is it possible to attach military value to com- 
mercial fleets in estimating the naval armaments of 
a country? 

VII. Admitting that disarmament depends on security, to 

what extent is regional disarmament possible in 
return for regional security? Or is any scheme of 
disarmament impracticable unless it is general? If 
regional disarmament is practicable, would it pro- 
mote or lead up to general disarmament ? 
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The Ptepsaratory Commissioti held two sessions ^ (May 
19^6, September 1926) at which it examined the above- 
mcimoncd questions, and at a third session (March-April 
1927) it had before it two drafts, one sponsored by Lord 
Cecil, the other by M. Paul-Boncour (France).® The 
Commission struggled to amalganute these into a single 
text and so produce a draft convention which could be 
considered by a disarmament conference, but the diver- 
gencies were irreconcilable and the best that could be 
achieved was a hybrid document in which many articles 
consisted of alternative texts. The main points of disagree- 
ment can best be seen from the following summarized 
analysis of the diflbrcnces tabulated under subjects. 


France 

(a) Trained Reserves not to count 
as cfTccdves for a reduced army. 
(^) Air armaments to be restricted 
by engine power. 

(e) Each country to be allowed a 
total naval tonnage and to use 
it for such classes of vessels, e.jj. 
all in submarines — as it desired, 
(d) International control of arma- 
ments to be exercised by a 
Permanent Commission. 


Great Britain 

Reserves to be included in any 
agreed figure for armies. 

Air armaments to l>c restricted 
by numbers. 

A limit of tonnage to be sec for 
each floss of vessel. 


Reliance must be placed on the 
good faith of the Powers. 


The next event in the story of disarmament took place 
outside the orbit of the League of Nations, and consisted of 
an invitation by President Coolidge to Great Britain, Japan, 
France and Italy to meet in conference to discuss the question 
of a scheme for a limitation of the classes of vessels (cruisers, 
destroyers and submarines) upon which agreement had not 
been possible at the Washington Conference in 1922. In 
Ms message to Congress before he despatched his invitation 

* Russia was not represented, as she refused to attend a conference unless it 
Strsts ** free from the Geneva atmosphere of tradition and intrigue.” At this time 
the Russians were not coUaboranng with Geneva owing to file fact that tlieir 
delegate, M. Vorovsky, had been murdered at Lausanne in and the Swiss 
Government had not given sausfaction for this crime. This episode was not 
offidutty dosed till April 1927. 

* For texts of tliesc drafts, see Cmd. a888 of 1927. 



The Organization of Peace 

to Powers in February 1927, the President pointed out 
that the present moment seemed “ opportune ” for an 
attempt to clew ujp the Washington Conference, since the 
proceedings of the “ Preparatory Commission for the 
Disarmament Conference had shown the existence of 
the “ earnest desire of the nations of the world to relieve 
themselves in as great a measure as possible of the burden 
of armaments and to avoid the dangers of competition/’ 

The American idea was that the U.S.A., Great Britain 
and Japan should adopt the 5 :5 :3 rado for the auxiliary 
vessels, and that suitable ratios should then be worked out 
for France and Italy. 

France and Italy refused to attend the conference on the 
ground that it direatened the success of the general work 
towards disarmament, because all armaments were inter- 
dependent and that the naval aspect was part of a much 
larger problem. The conference, limited to Great Britain, 
Japan and U.S.A,, opened at Geneva on June 20th and 
closed as a complete failure on August 4th. There was a 
violent difference of opinion between the U.S.A. and Great 
Britain, and a good deal of ill-feeling was caused. The 
technical difficulty which caused the breakdown of the 
conference was die view of the British drat they had 
absolute minimum needs, especially in small cruisers. These 
absolute needs translated into figures meant seventy cruisers 
and a considerable expansion — ^instead of limitation — of 
existing naval forces. The Americans maintained that 
naval requirements must be relative, and the U.S.A. enter- 
tained “ very serious misgivings in regard to die effort 
to prepare in time of peace for all possible contingencies 
... in time of war ... it effectively closes the door to 
any real limitation of cruiser strength.” ^ It subsequently 
became clear when Viscount Cecil (one of the principal 
British delegates) resigned from the Cabinet in consequence 
of die attitude which the British Government had taken up 
over this conference, that an important section of the 

* Mr. Gibson's speccli at the la&t session. In using the words quoted he 'aas 
Inferring to a speech whidi had been made by Lord Jellicoe, one of die British 
delegates. 
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Cabinet, led by Mr. Winston Churchill (Chancellor of the 
Exchcmier) — mat ‘‘ very forceful personality as lord Cecil 
called him — ^had not been prepared to concede mathematical 

S ity in cruisers to the U.S.A. An incidental cause of the 
ure of the conference was a complete lack of diplomatic 
preparation. Had a preliminary exchange of views taken 
place, one of two events would have occurred : cither a 
corrmromisc would have been worked out or else the 
conference would never have been held and the world 
would have been spared the public scandal of die U.S.A. 
and Great Britain — widi Japan attempting to mediate — 
publicly quarrelling as to their respective equipment for 
making war on each other. It was also in connection with 
this ill-fared conference that some shocking revelations were 
subsequently made as to the activities at Geneva of paid 
agents of American armament firms. 

To return to Geneva. The Eighth Assembly of the 
League, which met in the autumn of 1927, was faced with 
the fact, already recorded in these pages, that its Preparatory 
Commission for the Disarmament Conference had been 
stumped by the questions before it and had fiiiled at the 
end of its third session to do more than produce a draft 
convention which was a record of disagreements. 

It was clear that concrete reduction of armaments must 
await further progress in the spheres of security and arbitra- 
tion. The Germans, the completion of whose disarmament 
in accordance with the terms of the Treaty of Versailles had 
just been officially reported to the League Council by the 
Conference of Ambassadors (July 32nd, 1927), took the 
opportunity afforded to them at the Assembly to demand a 
Disarmament Conference within tw'elvc months. They 
had also amiounccd their adherence to the “ Optional 
Clause ^ as further evidence of their pacific intentions and 

^ The Optional Clause is attached to the Protocol of Signature of the Statute 
of Permanent Court of International Justice (Article 36), States which sijM 
ifaif Optional Clause accept tlic compulsory jurisdiction of the Court in uie 
seme tnat they undertake in advance to submit 10 the Court legal disputes con* 
ceming any of the following subjects ; 

(1) The interpretation of a treaty. 

(is) Any questions of international law. 
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moral superiority over the ** armed nations,” The Assembly 
endeavoured to overcome the deadlock into which the 
organization of peace had drifted by instructing the Pre- 
paratory Committee to investigate “ the measures capable 
of giving all states the guarantees of arbitration and security 
necessary to enable them to fix the level of their armaments 
at the lowest possible figures in an international disarmament 
agreement.” The Preparatory Committee was also asked 
” to hasten the completion of its technical work and to 
convene die Conference on the Limitation and Reduction 
of Armaments immediately this work has been completed.” 

Armed with these instructions, the Preparatory Com- 
mission held its fourth session on November 30th, 1927. 
A new figure took liis seat at the table in the person of the 
redoubtable M. LitvinofF from Soviet Russia. He im- 
mediately made his presence felt by making a long speech 
in which he invited the assembled delegates to give 
consideration to the immediate abolition of all armies, 
navies and air forces, the scrapping of all warships and the 
demolition of all munition factories, and the convening 
of a conference in March 1928 to settle die details of this 
startling but simple proposal. In a later speech, wliilst his 
proposals were being debated, M. Litvin od claimed that 
diey would make the conduct of a war ” if not an absolute 
impossibility, a matter of extreme difficulty in a year’s 
time.” 

Nineteen delegates then rose in succession and condemned 
the Russian scheme. Nodiing daunted, M. Litvinolf then 
wididrcw his scheme and substituted for it an alternative 
proposal which aimed at the partial and gradual reduction 
of armaments. The states of the world were to be divided 
into four groups, according to the existing size of their 
armaments; the totally disarmed Powers to be in the 
fourth category. Powers in the first category were to 
reduce their armaments by 50 per cent., and the Powers 

(iii) The existence of any fact which, if established, would constitute a breach 
of an international obligation. 

(iv) The nature or extent of the reparation to be made for the breach of an 
international obligation. 
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in categories two and three by 33 per cent and 25 per cent 
respectively. Air warfare, poison gas, tanks and heavy 
artmery were to be abolished. A permanent intcmational 
control commission was part of the scheme. This less 
ambitious but still very drastic proposal that the nations 
should really disarm met with little better fate than its 
predecessor; it was reserved for further discussion at the 
next meeting of the Commission. The question then 
arose — ^when should the next meeting take place ? 

The Dutch President of the Commission, Jonkhcer 
Louden, stated that no progress could be made until there 
had been “ ncgoriatioiis and exchange of views ” between 
those governments whose opinions were most strongly 
opposed. 

The fifth session of the Commission produced a crop of 
disagreements, and when the Ninth Assembly of the League 
opened on September 3rd, 1928, the two-headed draft 
convention had not yet received a second reading. 

In the meanwhile an event of some note had taken place 
in the general problem of security. The “ Kellogg Pact,” ^ 
which provided that its signatories® should renounce war 
as an instrument of policy, had been signed at Paris on 
August 27th. 

During the negotiations between France and the U.S.A. 
fi>r the conclusion of an arbitration treaty, M. Briand 
suggested a pact renounemg war between the two countries. 
Mr. Kellogg, the American Secretary of State, used this 
idea as the basis of a multi-lateral Treaty for the Renunciation 
of War open to the adherence of all states. 

^ The correct title is “ llie Pact of Parts.” 

* Signatures and Ratifications, 

The fifteen original agnatones were : 

U.S.A., Australia, Belgium, Canad.^ Czedioslovakia, France, Germany, 
Great Britain, Indu, Irish Free State, Italy, Japan, New Z^land, Poland, South 
Africa. 

By the end of 1931 forty-five other states had adhered ; 

Aiaysslnja, Afghanistan, Albania, Austria, Bulgaria, Oiilc, China, Colombia, 
Cofta Rica, Cuba, Danztg, Benmark, Dominican Republic, Egypt, Esdionia, 
Fittbind, Greece, Guatemala, Haiti, Honduras, Hungary, Iceland, Iraq, Jugoslavia, 
Liberia, Lithuania, Luiembum, Mexico, Netherlands, Nicaragua, Norway, 
PaBiMria, Paraguay, Persia, Peru, Portugal, Rumania, Siam, Sp^, Sweden, 
Swltseriand, Turitey, U.S.S.R. and Venezuela. 



The Organization of Peace 
The Treaty consisted of two principal Articles : 

I. “ The High Contracting Parties solemnly declare, in the 

names of their respective peoples, that they condemn 
recourse to war for the solution of international con- 
troversies, and renounce it as an instrument of national 
policy in their relations with one another.*’ 

II. “ The High Contracting Parties agree that the settlement 

or solution of all disputes or conflicts, of whatever 
nature or of whatever origin they may be, which may 
arise among them, shall never be sought except by 
pacific means.” 

The importance of this event was enhanced by the 
sponsorship of the U.S.A. and the adherence of Russia. 
The signature of this Pact created a very marked and 
favourable impression all over the world. Amongst 
enthusiasts for peace, rejoicings were tempered by the fact 
that in accepting the Pact the British Government put 
forward certain reservations of which the gist is contained 
in the following excerpts from a Note to Mr. Kellogg, 
wliich was dispatched from London : 

” The language of Article I as to the renunciation of 
war . . . renders it desirable that 1 should remind Your 
Excellency that there arc certain regions of the world, 
the welfare and integrity of wliich constitute a special 
and vital interest for our peace and safety. H.M. Govern- 
ment have been at pains to make it clear in the past that 
interference witli tliese regions caimot be suffered. Their 
protection against attack is to the British Empire a 
measure of self-defence. . , . Great Britain accept(s) the 
new treaty upon the distinct understanding that it does 
not prejudice her action in this respect.” 

The American Government did not attempt to dispute 
this creation of a British Monroe Doctrine. It was generally 
supposed to have particular reference to Egypt, a country 
with whom Great Britain was at that time conducting 
negotiations with a view to reconciling independence with 
British control of the Suez Canal area. The British, how- 
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ever, contented themselves with placing their reservation 
on record and did not insist upon incorporating it into the 
Pact. 

During the summer of 1928 some trouble was caused 
by revelations that in an attempt to get the business of 
disarmament out of the doldrums the British Government 
was proj^osing to meet the French in the matter of “ trained 
reserves ’ in return for a French concession to certain British 
naval requirements. These bargains did not suit the U.S.A. 
and Italy and the brick was left lying where it had been 
dropped. 

The Ninth Assembly, inspired by die creation of the 
Kellogg Pact, ordered die Disarmament Commission to 
reassemble and to continue its work at the end of the 
present year, or in any case at the beginning of 1929.” The 
Assembly also combined various general conventions for 
the pacific settlement of disputes into “ The General Act.*' 
This instrument contained chapters providing for the settle- 
ment of all classes of dispute by Conciliation, Judicial 
Setdement or Arbitration,’ 

In accordance with the orders of the Assembly the 
Commission reassembled somewhat despondently for its 
sixth session in April 1929. After an inconclusive debate on 
the Russian proposals the Commission was obliged to 
adjourn. It was clear that no progress could be made 
whilst there were outstanding naval differences between 
Great Britain and the U.S.A. -differences which, as already 
mentioned, had led to a sharp disagreement at the Geneva 
Conference of 1927. 

In June 1929, Mr. Ramsay MacDonald became Prime 
Minister of a Labour Government in Great Britain, and in 
the autumn of that year he paid a visit to the U.S.A. in 
order to discuss the naval question with the new American 
President, Mr. Hoover. These conversations and other 
inter-governmental negotiations which had been proceeding 
during the summer paved the way for the London Five 
Power Conference (U.S.A., Great Britain, France, Italy and 
Japan) of January 2ist, 1930. 

There were two main sets of problems in front of the 
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delegates. First to be mentioned shall be the Italian claim 
to parity with France. No agreement could be reached 
here, and the auestion was set aside for subsequent discussion 
by France ana Italy with Great Britain cast for the role of 
mediator. The second group of problems chiefly concerned 
the “ Ocean Powers ” of Great Britain, the U.S.A. and 
Japan, Some agreement was found possible here, and it was 
embodied in a Three Power Naval Treaty covering all 
classes of vessels. It is summarized as follows in a Memo- 
randum ' issued on the progress of Disarmament 1919-32 
by the Information Department of Chatham House : 

Part I. The Five Powers agreed to a holiday from capital 
ship replacement construction until 1936. This in 
effect prolonged by five years the life of certain capital 
sliips (winch would have been scrapped in 1935 under 
the Washington Treaty), as construction for their 
replacement, which would take four years, could not 
be undertaken before 1936. 

Further^^ Great Britain, U.S.A. and Japan agreed to 
obtain immediately, by scrapping without replacement 
(Great Britain 5, U.S.A. 3, Japan i capital ships) the 
figures 15:9, which would not have been reached 
under the Washington Treaty until 1935. 

Part II contained certain technical rules and definitions. 
Part III was devoted exclusively to the Three Power 
Agreement between Great Britain, U.S.A. and Japan, 
covering all categories of vessels not covered by the 
Washington Treaty, and establishing naval parity 
between Great Britain and U.S.A. By an agreement 
granting U.S.A. a superiority of 18 to 15 8-inch gun 
10,000 ton cruisers (15 of which only will be completed 
before I93ti) and Great Britain superiority in the 
smaller 6-inch gun cruisers in compensation, the con- 
troversy which broke up the 1927 Geneva Conference 
was solved. The Japanese demand for a 70 per cent, 
ratio of die United States Fleet was satisfied by a 
compromise which gave her parity in submarines, 

1 Compiled by Stephen Heald. 
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a 70 per cent* ratio in smaller cruisers and destroyers, 
and a theoretical ratio of 60 per cent, in the larger 
cruisers, which will actually be increased to 72 per cent, 
as the U.S.A. only intends to complete 15 of the larger 
cruisers before 1936. There was also a safeguarding 
clause.^ 

One of the long-standing differences between France and 
Great Britain had been the question whether naval anna- 
ments should be limited by categories, or, in accordance 
with the French point of ww, by total or “ global 
tonnage. In the third part of the Treaty a measure of 
compromise was reached upon this vexed question. 

We come in 1930 to the Eleventh Assembly of the 
League, at wliich the Gcnnan delegate pressed in vain for 
a summoning of the long-awaited Disarmament Conference 
not later than 1931. All the satisfaction he received was 
a resolution in which the Assembly with breath-taking 
optimism expressed its conviction that during its next 
session “ the preparatory Commission will be able to finish 
the drawing up of a preliminary draft Convention and 
will thus enable the Council to convene, as soon as 
possible, a conference for the Reduction and Limitation of 
Armaments,” 

t. It was now becoming dear to all tliiiiking people that a 
dramatic race was in progress. On the one hand the “ policy 
of fulfilment of the Treaties,” initiated in Germany at the 
end of 1925, was being attacked vigorously by the forces 
of extreme nationalism, and the discredited democratic 
government was under evcr-increasing pressure to obtain 
for Germany further instalments of “ equality ” in all its 
forms and espc*cially in armaments. On the other hand, 
there was an almost impcrccpnble movement amongst the 
armed powers towards fulfilling their implied plcclges to 
disarm. It was perhaps at this point (1930, or better still 
in 1929), when the economic crisis had not yet brought the 
full force of its fury to beat upon men’s heads and make 

* Inserted at tlie instance of (ireai Britain in case the intiinliry of France and 
Italy to agree upon the parity quesidtm should lead t<i an outbreak of cruiser 
c«»JStrucrion on the part of these Pow'crs. 
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them shrink more tlian ever into their national shells, that 
if a supreme effort had been made to accelerate and make 
a reality of Disarmament, the history of Germany and of 
the w^ld might have taken a different and less menacing 
form*^^ As it was, that patient and verbose beast, the 
Preparatory Disarmament Commission, resumed its sixth 
session wliich had adjourned in May 1929. At long last 
a draft convention was adopted, but it was a mass of dis- 
agreements and reservations. The Germans made reserva- 
tions to the Convention in detail and objections to it as a 
whole. They rejected the Convention but accepted the 
Report of the Commission since such action would help 
to bring about the summoning of the Disarmament Con- 
vention. The Russigj^^ rejected everythking. Great Britain, 
France, Japan, the U.S.A., Italy and Turkey attached 
important reservations to a Convention whose body had 
by now completely disappeared under a thick coat of* 
national quabfications. However, this strange document 
went forward to the Council, who were thus faced with 
the incscapeablc duty of summoning a general Disarmament 
Conference. The Council met at its sixty-sixth session 
in Januar}^ 1931 and cauaously decreed February 2nd, 1932, 
as the long-aw'aitcd date. Mr. Arthur Henderson was 
invited to be the Chairman. With true British heroism 
he accepted a task as unenviable as it was complimentary 
to him as a man and an Englishman. 

So in the spring of 1931 it was with sinking hearts that 
the faithful in Allied countries set themselves the task of 
waiting yet another year, during which it was much to be 
feared that the general international situation would become 
progressively less favourable to a successful conclusion of 
Ac momentous conference. These fears were realized. 
Ever since the failure of Italy and France to agree at the 
London Naval Conference the British had been attempting 
to find a “ formula acceptable to both parties. Long and 
patient negotiations seemed to be about to bear fruit in an 
arrangement whereby the naval strengths of France and Italy 

* In September 19^ tlie German elections resulted in a resounding success 
for the Nazi Party, whose programme included denunciation of the Treaties. 
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would be stabilized rnitil 1936, the date when a new coa** 
ference was to meet. On March i8th the plan was rejected 
by France, and one of her reasons became apparent five 
days later when a project was announced for a Customs 
Union between Germany and Austria. Storm-signals were 
flying in every direction on the poHdcal horizon. In the 
Far East, Japan was preparing to seize Manchuria, in Europe 
the prospects of peace in Germany were doubtful. But 
the great menace to international co-operation was by this 
time {i930“3i) clearly arising from the side of economics. 
The rapidly falling price level, the critical situation in which 
the overseas agricultural countries found themselves, the 
shakiness of the foreign exchanges, the cessation of foreign 
investment by the U.S.A., the growth of unemployment in 
all industrial countries, were some of the phenomena, in 
part symptoms, in part causes of the terrible economic 
crisis which was gathering strength from day to day, and 
was to produce fatal effects upon the schemes for the 
Organization of Peace, 

It is to the story of this tremendous economic collapse 
that we must now turn, and leave to a later chapter an 
account of how economic nationalism, greatly remforced 
by the experiences of the slump, exercised a deep influence 
upon international political relations. 



SAILING DIRECTIONS— II 


I 

F or the second time in this study of Our Own Times it 
becomes necessary for us to examine our historical chart 
and establish thereon certain leading marks upon which we 
can direct our course as we steer amidst the shoals, sand- 
banks and rocks of doubtful statistics, biased opinions and 
imperfect knowledge. The chart upon which we must 
now navigate embraces the period 1925-26 to 1931, years 
of tremendous contrasts ; of sunsliinc and storm. We can 
now slip the chart for the period 1919 to 1925-26 back into 
its folder with the reflection that as we spread its successor 
upon the table, the navigational prospects seem hopeful. 

Wc will summari2e — even though it involves repetition — 
the main features of the world picture as it looked in 1925-26. 

The mighty engine of world war whose motive power was 
cut off on November nth, 1918, and which under the 
influence of an immense momentum had rolled ruthlessly 
forward into the years of Peace, seemed to have been 
brought to rest by the buffers of Locarno. Germany had 
entered the League in September 1926 and sat as a permanent 
member of its Council. France and Germany, widiin the 
framework of the League, were pledged to co-operate in 
the ta.sk of implementing the Peace Treaty. Though 
ignored for several years this League system had at last 
come into its own, and its growing prestige was a favourable 
augury for the success of the difficult task of organizing peace 
and ensuring disarmament. Geneva had become an indis- 
pensable centre for diat international, polidcal, economic 
and cultural co-operation which seemed likely to grow from 
year to yearJ At one dme it had seemed that two dictator- 

^ A pfucral examination and description of the position occupied by the 
League of Nations during Our Own Times wiU be found in Chapter XXXIV, 
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ships would menace peace, but by 1926 there was evidence 
that the Fascists in Italy were concerned more with the 
internal development of dieir country than with adventures 
in foreign politics; Mussolini was rapidly qualifying for 
the reputation of being one of the most ardent supporters 
of the new attempt to organize peace through Geneva, whilst 
though Russia still held aloof from the League, yet here 
also it could be said that the outlook was far more favourable 
to peace than would have seemed possible a few years before. 
Whilst the capitalist Powers had failed to overthrow a 
Communist regime in Russia which they considered to be 
an international menace of the first order, it was also true 
that Russia had pur well in the background her policy of 
fostering world-revolution, and brought forward a policy 
of internal reconstruction and the building up of a 
“ model ” Socialist state on the foundation of an indus- 
trialized economy. Stalin was defeating Trotsky. The 
casing of the situation between Russia and the West was 
shown by the fact that normal diplomatic relations were 
being resumed between the Soviet Republics and many of 
the Western Powers. 

In the Near East the newly founded Republic of Turkey 
was successfully established under the strong rule of Mustafa 
Kemal Pasha ; its dispute with Great Britain over Mosul 
had been settled and the difficulties arising from the existence 
in Turkey of thousands of Greeks, and in Greece of thousands 
of Turks, bad been solved by a vast exchange of population. 
In both these matters the League played an indispensable part. 

Great Britain had settled a great general strike in 1926 
by methods which afforded an object lesson to tlic world 
of the essential soundness and political wisdom of the people 
of the United Kingdom. The British Empire had been 
faced with its own peculiar post-War problems. They had 
been resolutely tackled. The Irish question seemed to have 
been buried at the birth of a new Dominion ; the unpre- 
cedented constitutional experiment in India was being 

E atiently pursued and the delicate question of the relations 
etween the self-governing portions of the Empire had 
been frankly discussed in conference. 
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The economic state of Europe seemed ready to benefit 
from the general improvement in the pohtical situation. 
On the financial side Great Britain, as we shall see, had at 
great risk and by great sacrifice given a lead to the world by 
returning to the gold standard. The French, whose franc was 
still suffering severely from the consequences of the Franco- 
German struggle, particularly the Ruhr adventure, were 
taking action winch was expected to lead to the stabilization 
of the French currency. Germany had abandoned her 
mark in the depths of her great inflation and had created a 
new standard of value — the Reichsmark. A number of 
other states had either stabilized their currencies or were 
preparing to do so. The post-War economic and financial 
chaos in Austria and Hungary had been cleared up by the 
united action of the Powers working through the League — 
yet another example of the growing usefulness of this 
creation of the Peace Conference, and a good example, 
for the League managed to save Central Europe when 
all other measures had failed. 

Across the Atlantic the outlook was also good. The 
period under review had opened with the withdrawal from 
European affairs of the U.S.A. It had closed with a series 
of settlements of the European debts to America; agree- 
ments w'liich appeared to be as final in this field of inter- 
national finance as was the Dawes Scheme in that of 
Reparations. 

The Chinese civilization still presented a vast picture 
of confusion, but at least it can be claimed that m 1925- 
igz 6 the dangers of international conflict between Japan 
and the Western I’owers over the question of Japanese 
ambitions in China and North-West Asia had been averted 
by the Washington Conicrcnce and its consequent treaties. 
Whether by conviction or by necessity it seemed that 
Japan had, to o award appearances, abandoned her policy 
of expansion by force and resigned herself to the new 
system of conducting world affairs through and in accordance 
with the Covenant of the League. At one time it was 
feared by the West that Communism exported from 
Russia would control China, but the Chinese Nationalists 
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had expelled their Russian teachers and advisers, and, "With 
the sympathetic goodwill of Great Britain, they were 
apparently making some progress towards establishing at 
Nanking a central government for China* 

Finally, Nature, as if smiling benevolently at the efforts 
of men to co-operate for peace and introduce order into a 
disordered world, had granted Europe a bumper harvest 
for the season 1925-26. 

It was for such reasons that round about 1925-26 there 
sprang up in many parts of the world a feeling of confidence 
in the future ; a hopcfuhiess which had been absent from 
men’s minds since 1913,80 that when it returned it did so 
with the violent and exuberant passion of long-pent-up 
emotion. The aeroplane of civilization, long overloaded 
with the burden ot the after-the-War difficulties, began 
to move in 1926. It was still on the ground, but surely it 
would gather speed and then would come the moment 
when upon wide wings of political security and economic 
stability, it would open a new chapter of history by rising 
with its freight of humanity into astral and hitherto unknown 
regions of peace, prosperity and plenty. 

Bravely and hopefully humanity prepared to resume the 
march of progress which had been interrupted in 1914; 
to resume it, pledged never again to stray into the wilderness 
of war. At last satisfaction was to be given to the spirits 
of the millions who had died upon the battlefields, the 
ghosts who haunted the minds of men of imagination and 
sensitiveness as each Armistice Day dawmed with its 
question : Was their sacrifice worth while ? ” As men 
in 1925-26 looked back upon the troubled years which 
stretched between them and the memories of the prosperities 
of 1913, there seemed many and good reasons for supposing 
that the worst was over and that Peace had dawned at last. 

It was a picture such as this which provided these hopes 
for the future upon which were reared the structure of 
economic achievement which overtopplcd in 1929 with 
(hre consequences, not only to itself, but to the political 
aisumpdons wliich were part of its support. 
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A practical problem wliich vexed the author of this book 
was to discover the best way in which to survey the tangled 
story of events which occurred in world liistory between 
1926-27 and 1931. If it had been a case of confining our 
attention to narrative, the problem would have resolved 
itself into one of deciding how to interlock tlircc stories : 
That of the post-War general economic recovery (we have 
dealt with the intcniational pohtical improvement) which 
culminated in the boom of 1929 ; the economic crisis and 
slump ; and the pohtical collapse of which the failure to 
reach international agreement upon disarmament was one 
of the most significant features. But an account of the 
chronology of these events would constitute a very incom- 
plete picture of the whole business we are attempting to 
describe and analyse. We need not only an account of 
action, but also a statement of the whole setting in which 
decisions were taken and policies applied. 

In the opening chapters of this book an attempt was 
made to perform this latter task for the world of the times 
wliich are past ; the wilderness and paradises from which 
man has travelled. A similar kind of sketch is required 
for the post-War world of Our Own Times. The synthesis 
of the march of events with the wotif of the tune to which 
they marched has been so difficult that the final result of 
many experiments is still far short of what it should be . . . 
but perhaps it will serve until more skilful hands undertake 
the task. 

The scheme adopted has been as follows : we shall begin 
with a chapter called “ A View of the Post-War World.*’ 
Its purpose is comparable with that of Chapter I, inasmuch 
as it aims at creaang a background against which shall be 
seen the march of events — particularly economic events— 
soon to be described. It was in this post-War world that 
our own country struggled to apply certain financial and 
commercial policies. As wc shall see, it may be that in 
these struggles we did not sufficiently appreciate the differ- 
ences between the pre-War and post-War worlds. The 
Ki m 
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story of the British battles for the re-establishjnent of an 
international monetary and. commercial system requires two 
chapters. The first, which is concerned with finance, ends 
with victory achieved ; the second, which deals with com- 
mercial policy, shows how Great Britain was repulsed in 
her attempts to carry by assault the ramparts of economic 
nationalism. But before we proceed to examine the effect 
upon finance of the failure to re-establish ninetecnth-ccnmry 
principles of free trade, we must take note that die world 
enjoyed an economic recovery from war conditions, 
preceded by a short boom and slump (1920-21), which was 
unevenly spread across the world. This recovery was due 
in part to the improvement in the international political 
situation which, as we have noted, became conspicuous in 
many parts of the world about 1925-26, in part to the 
British victory for gold standard finance, and also to teclinical 
progress, Tliis recovery was not shared by Europe till 
1926; Great Britain never did more than sec the cup 
approach her lips in 1929 before the world crisis dashed it 
to the ground. 

An account of this post-War recovery is contained in 
Chapter XVIL We shall then have reached a stage in our 
story when the nations of the world, writhing in the toils 
of the ever-growing crisis, struggled by various means to 
extricate themselves from their economic predicaments. 
We believe that the means used were palliatives which 
made litdc impression upon the real causes of the evil. 
They were attempts to cure a deep-seated disease by covering 
up the symptoms. This is the subject of the chapter entitled 

Cart before Horse,” Notwithstanding the many attempts 
made everywhere to hold up the slump, it advanced relent- 
lessly and in so doing put an cvcr-incrcasmg pressure upon 
tlic newly reconstructed structure of inicrnadonal finance. 
In the chapter “ Financial Crisis ” wc examine the beginnings 
of the collapse of finance, a collapse which, begmning in 
Central Europe, spread first to Germany and then to Great 
Britain. We end this chapter with the dramatic story of 
the death of the gold an event which — so far as it is 
just to make such gmeralizations— marked the end of the 
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nineteenth century. Great Britain’s action in abandoning 
the gold standard in September 1931, a standard she had 
re-established but six years previously, was an event of 
immense significance to the world. It opened a new 
chapter in British economic poUcy, and in 1931, as at the 
beginning of the nineteenth century, Britisli policy was 
world-wide in its influence. 
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A VIEW OF THE POST-WAR WORLD 

The Universe is ciiange ; our life is what our thoughts make it.” 

Marcus Aurelius, Meditations . 

“ When the shuttles fly back and forth of themselves, and the plectrum, 
untouched by human hands, makes die strings of the lyre resound ! ” 

Aristotle. 


I 

P ROFOUND and comparatively rapid changes in men’s 
opinions as to the economic or political doctrines most 
worthy of practice, generate forces which beat and press 
outwards upon the structure of society in which they arc 
imprisoned. This structure is necessarily the product of 
the old ideas and it has taken shape in obedience to their 
commands. Let us look back for an instant. 

In Chapter I there is a description of how the world 
economic system took on certain forms very largely in 
response to the requirements of commercial theories 
hdd by the British who happened at that time to be 
politically dominant in the world. Again in Chapter 
11 there is some account of how the economic system 
which had been universal was forced to submit itself to 
men’s political ambitions and divide itself into two parts, 
each of which was then obliged to transform itself into 
a machine specializing in the business of meeting war 
needs. 

It was suggested that “ new ideas ” inevitably find 
themselves caged and “ imprisoned ” in a social structure 
out of harmony with their aims and objects. In the course 
of time a lack of balance will grow up within the organiza- 
tion between the forces of conservatism and radicahsm, and 
tins disequilibrium will gradually accumulate in magnitude 
until the moment when the disparity between the two is so 
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great that a revolutionary phase begins. The organization 
then enters a period of crisis. This process occurs in the 
life of an individual, in a small firm, in a vast combine, 
in a political party, in a nation, and in the great society 
of man. 

Although the crisis cannot be avoided, its duration and 
intensity will be conditioned by the extent to which the 
structure of the organization can be adapted to the new 
form. 

It has been tlie good fortune of the people of Great Britain 
that their character has been such that it has enabled them 
to create a social organization renowned for the happy 
proportion in wliich it has combined strength and flexibility ; 
permanence and progressiveness. The framework in wliich 
our people have worked out their destiny has shown an 
acrobatic ability to alter its shape without bursting open its 
joints. 

Returning from this excursion into the general case, to 
consideration of the particular example of the post-War 
changes we start from the fact that great changes in political 
and economic ideas were clearly beginning to take place 
just before the War. The paradox of men trying to compete 
and co-operate at one and the same moment was once more 
approacliing one of its obvious manifestations. The world 
social-economic system was supposed to be “ free ” ; it 
was becoming more and more controlled. It was supposed 
to be based on laissez-faire; it was beginning to be 
“ planned.*’ It was politically national, economically 
international. 

It is idle to speculate as to whether this paradox could 
have been resolved in an orderly manner had there been no 
War. It may be that the powerful economic forces working 
towards world unity would have triumphed over political 
differences if the world could have worked out the problem 
through years of peace, but no such opportunity occurred 
because the political forces of nationalism, as if apprehensive 
that time was on the side of economics, burst forth into 
War, and in a few days the world economic system had 
collapsed into ruins. 
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With these reflections in mind we will take a glance 
at the post-War world and take note of some of the most 
significant differences between the world of 1913 and that 
of the post-War years. Here we desire particularly to 
remind the reader of those remarks made in the Introduction 
to this study, wherein it is explained that the writer proposed 
to adopt the notion of using his mind as a cinema camera 
which sometimes takes “ close-ups,” sometimes ” long- 
distance shots.” The amount of material available for this 
chapter would easily fill many volumes, and no attempt 
has been made to write a comprehensive survey of the 
nature of the post-War world. The remainder of this 
chapter aims at being a cinematic and scenario-hke impres- 
sion of the post-War world, with particular regard to those 
aspects in wliich it contrasted violently with the world of 
the nineteenth century. 

We will first consider population factors. After making 
all allowances for the imperfeaions of demograpliic statistics 
certain post-War tendencies seem to be established. One 
of the most important of these has been the growing ten- 
dency towards stabilization of the populauon of Western 
Europe. Tins movement has been accompanied by a 
flight from the countryside into the towns, coupled with a 
change in the geographical locanon of indnstt)’ such as its 
southw^ard drift in Great Britain. On the (nher hand, there 
has been a rapid increase of population in Eastern Europe. 
Secondly, the improvement in hygienic conditions which 
has taken place in Asia has reduced the death-rate of the 
teeming millions in India and Asia, and in general — this 
fact is confirmed by U.S.A. statistics — it may be said that 
population in the post-War period has been increasing 
fastest in those parts of the world which have not yet felt 
the iron hand of industry. A most iinpisrtant development 
of almost incalculable social and economic consequences 
has been the rapid spread during recent years of the know- 
ledge of contraceptive methods. Population is to an 
increasing degree being ” planned ” in a restrictive sense. 
In pre-War days the practice of contraception was the almost 
exclusive amusement and privilege of the wealthier classes. 
JOO 
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The proletariat were true to the Roman origin of their name. 
For instance, whereas in Berlin in 1909 it was estimated that 
the birth-rate in a poor district was 32-1000 and 15-1000 
in a well-to-do district; by 1929 it was estimated that 
there was no appreciable diiFcrencc between the fertility 
rate of upper and lower classes. Other factors which have 
and are tending to cause smaller families amongst Western 
men are such matters as the increased emancipation of 
women, the growing popularity of the flat as a residence, 
and the decreasing influences of the cliurches — even that 
of Rome, Some mention has already been made in Chapter 
XI of the great tides of human migration wliich flowed west- 
ward from Europe during the nineteenth century, and liow 
for political-economic reasons this tide was checked until 
during the world crisis it became a trickle eastward. Apart 
from this great check to human movement, the most 
significant post-War migration tendency was a great surge 
of humanity northwards from China to Manchuria. Its 
annual average during the first decade of post-War history 
was in the region of half a million persons. 

In summary, the chief difference between pre-War and 
post-War population questions w'as that before the War 
there was freedom of multiplication and migration, w^hereas 
after the War there was control of multiplication and 
restriction of movement. Secondly, the Western men were 
becoming stabilized in their numbers, and the main centres 
o( increase and of such free movement of ptipulation as 
occurred were m Asia. 

It was no accident or chance coincidence that the rapid 
increase of population during the nineteenth century and 
the belcliing forth of the smoky first industrial reveJution 
both took place in Western Europe. The industrial revolu- 
tion, wluch made Great Britain the first workshop of the 
world, produced capital goods as well as consumers’ goods, 
and the former, in the shape of lathes, locomotives, steam- 
hammers, textile machinery and tools of all kmds, were 
carried across the seas and, taking root in their new homes 
caused industry to grow up in the overseas lands and 
attracted labour from all parts of the earth. The rise of the 
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U*S* A. as a great industrial force was a pre-War phenomenon 
accentuated during the War (as provider-in-chief to the 
Allied belligerents) and exaggerated during the post-War 
years. But the industriahzation of Japan ; the beginnings 
thereof in India and China ; the rise of industry in Canada 
and the great experiment in Russia, were post-War pheno- 
mena. The clear-cut distinction between the industrialized 
and raw-material producing areas of the world which had 
characterized the nineteenth century was becoming blurred 
during the post-War years. There was a tendency to inte- 
grate industry and agriculture, but, as pohtically the world 
was anarchic, the integration took place within national 
frontiers. 

Not only did the nineteenth-century industrial revolution 
spread its tentacles across the seas, but by the post-War 
years it had evolved so greatly and so rapidly that the 
post-War world may be said to have been experiencing 
the second industrial resolution. 

One of the most important of these new developments 
was the relatively rapid development in the mechanization 
of agriculture. The inhabitants of the world had long been 
accustomed to depend to an increasing extent upon rnacliine- 
produced articles for their transport, their housing, their 
fuel and their clothes, but their food supply had still been 
hand-produced ; “ Cursed is the ground for thy sake ; in 
sorrow shalt thou cat of it all the days of thy life ; thorns 
also and thistles shall it bring forth to thee ; and thou shalt 
eat the herb of the field. In the sweat of thy face shalt 
thou eat bread.'* 

The advent of the combined harvester, the use in agri- 
culture of the motor-tractor and many other mechanical 
devices softened the harshness of the curse of Adam. The 
work of the biologist and the pcstologist increased the 
productivity of beast and plant.^ 

The following table illustrates the trend. The figure for 
1930 foreshadows the crisis. 

* See A^nculture^ Chapter III. A study group report of the Royal 

Imatitute of International Affairs, Oxford University Press. 
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TABLE OF EXPORTS OF COMBINE HARVESTER- 
THRESHERS AND THRESHERS (Cot. A) AND 
TRACTORS (Col. B) FROM U.S.A, 


Year 

Column A 

Column B 

1925 

1,720 

45,946 

1926 

4,444 

51,242 

1927 

4.705 

58,279 

1928 

7.317 

57,869 

1929 

10,887 

60,155 

1930 

6,573 

48,896 


Note . — June 1914 270 Combine-Harvesters were manufactured in 
the U.S.A. 

The mechanization of agriculture, coupled with the 
application to the business of food production of a degree 
and extent of scientific research comparable to that which 
it has for long been customary to apply to such branches 
of human activity as the chemical, metallurgical and textile 
industries, is a revoluaonary happening which will almost 
certainly have enormously important consequences. Mr. 
Walter Elliot, M.P., whose emergence in 1933 Agri- 
cultural-Planner-in-Chicf for Great Britain was to be an 
interesting crisis phenomenon, made a picture of some 
aspects of the twentieth-century world when he said : ^ 

“ If the problems with which we arc dealing arc really 
inherent in the structure of our century, and not merely 
madness, they demand the most meticulous examination. 
Is there any factor specially producing a change in our 
outlook to-day? Yes. One in particular. Production 
to-day is becoming decentralized, intcniational trade 
becomes less and less an interchange of speciahzed lines 
of production, and more and more a competition in 
similar lines. This is in sharp contrast to the trend of 
international trade in the last hundred years when pro- 
duction became liighly speciahzed, and centrahzed itself 
in a small group of industrial areas and nations. This 
change comes about partly from ordinary human desires 

1 In hJs Rectorial Address at Aberdeen, January i8th, 1934. 
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and partly from the powers of modem science. The 
ordinary human cause is simply that no one likes to admit 
that he is unable to do something that he sees to be within 
the powers of his neighbour. Furthermore, unemploy- 
ment, which is merely one of the signs of the increasing 
leisure of our times, makes it less important that every- 
thing should be done at the maximum possible speed, 
and only at this speed, and allows and indeed compels the 
idle hands to try out continually something or anything 
they can do. These experiments require the concurrence 
of the consumer as well as the producer since cheapness 
is not the final criterion. The consumer can only give 
his consent through his political organization, which is 
the state. Thus the national unit is bom. The powers 
of modem science tend to ensure that, given deter- 
mination, it becomes more and more feasible for the old 
specialized lines to be produced anywhere in the world, 
or to be replaced by others just as good. Thus the 
national unit becomes possible. 1 do not say desirable, 
but it does become possible. 

“ We have been told so often that the whole world 
is every day becoming more and more infcrdcpendcnt 
that wc arc apt to brush aside any examination of the 
points where tliat is not true. But there are many points 
where it is not true. . . . The formula of the continually 
increasing interdependence of the world requires qualifica- 
tion as much as any other. . . . 

‘‘ I will give you three, drawn literally from the air 
around us. In the nineteenth century a great trade was 
built up with South America m a new and important 
coimmxliry— nitrate for fertiliser. Ships were built, 
sailed the ocean to the coasts under the Andes, the nitrate 
was brought home, spread on our fields, production 
increased, and all, including the economists, were happy. 
Steel rails went c’liit and nitrate came back, import and 
ejcport returns w^erit up, large fortunes were made in 
financing loans to the countnes abr(^ad which produced 
the nitrate, intcmarional lending improved, and the 
economists were happier still. Meanwhile the scientists 
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were at work. ... * Air/ they said, ‘ is mostly nitrogen. 
There is thus a column mainly of nitrogen, between forty 
and sixty miles in height, balanced on every one of the 
fields to which this nitrate is being so laboriously carried. 
. . . Do you really want nitrates ? ’ they said to Europe. 
And Europe said, ‘ Why, naturally.’ And the scientists 
said, ‘ Do you mind if we get it at home ? ’ And the 
agriculturists said, in a low voice so as not to be overheard 
by the economists, ‘ Not at all.’ Meanwhile the loans 
floated and the ships sailed, and fought their way out 
from Liverpool to Cape Horn under a canopy of nitrogen 
nine thousand miles long and sixty miles deep, battled 
round Cape Horn against a torrent of nitrogen blowing 
at fifty miles an hour, loaded up in South America with 
nitrogen, came spinning home on the wings of the wind, 
8o per cent, nitrogen, all the way to Britain again — till 
suddenly a scientist turned a switch, an electric arc began 
to siz7lc, and nitrate began to fall like snow out of the 
air upon the very regions to which these ships were 
hurrying. Now, was this good for Trade ? It was good 
for Production. It was bad for Trade. Europe was 
henceforward self-contained, if it desired, for nitrate 
fertilizers. And note that this was brought about without 
cither lowering the quality of the fertilizer — for nitrate 
is nitrate all the world over — or lowering the standard 
of living of those who used it. For it w'as cheaper than 
ever. 

“ You will see the same factors at work to-night, if 
YOU look inside and outside any one of the half-dozen 
shops in Unicin Street. Electric-light bulbs within the 
shop typify the interdependence of humanity, the whole 
illumination coming from a filament of heated tungsten, 
or some other rarc-mctal alloy, only to be obtained in 
some distant corner of the earth after the floating of the 
appropriate loan, and the building of the appropriate 
railway, with its appropriate Ordinary Shares, its First 
Preference, its Second Preference, and all the other appro- 
priate preliminaries to default. But look inside the shop 
and see a dazzling electric light of a novel kind— the 
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Neon sign. Neon is a constituent of the air about us— 
there is enough neon in this hall to light it all for ever, 
and as fast as it is carried away more will flow in to take 
its place. I do not say that the problems of lighting have 
all been solved in this sense yet, or that filament lamps 
will become obsolete and never be used again. But I do 
say that it is the old lamp and not the new which demands 
interdependence of nations, international lending and all 
the paraphernalia of tlie nineteenth-century economics 
which was handed out to the people like a revelation from 
Sinai. I do not need to detain you vvith the third example 
in detail. I need only say that the chemists are now 
handling artificial plastics, the new artificial resins and 
gums, by which they make a wood of their own which 
can be moulded and cut and hold its form and texture 
for ever, and never remember that it was originally 
not even gum, but gas, acetylene gas such as we used 
to burn in the headlights of our motor-cycles, and 
can produce anywhere that there is chalk and coal, 
and never worry any more about walnut or maple, 
or the mahogany which took our forefathers to the 
West Indies. 

There is yet another whole section of the world’s 
work where interdependence is no such certain sequence 
as it was once assumed to be. That is the section 
of foreign investment. No one has ever thought it 
desirable to broadcast very widely the economic facts 
about foreign investment as a whole. Sir Arthur 
Michael Samuel, M.P., formerly Financial Secretary to 
the Treasury, recently published a few useful observations 
upon it.^ 

“ He reviews the whole course of capital movements 
from this country over fifty years and he says : 

“ * In my opinion a good part of the orginal “ new ” 
money overseas loans has been lost. These original loans 
went overseas in the forms of exports. Many of the loan 
certificates issued by the borrowers and received by our 
investors arc to-day valueless. The exports paid for by 

^ Has Foreign Investment Paid ? ** Economic Journal^ March 1930. 
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loans made by us, and defaulted upon by the borrowers 
have, in effect, been a free gift by us to the borrowers. 
Do we realize that ? ' 

Thus Mr. Walter Elliot, planner of a Brave New World. 


In respect of communications the post-War period 
introduced men to the possibilities of the wireless wave 
as a carrier of thought and emotions. It is a particular 
temptation to the present writer to discuss the significance 
of broadcasting, but this is not the place in which to do 
more than to suggest that the “ invention of broadcasting 
ranks with that of printing, and to remind the reader that 
the British Broadcasting Company was founded as recently 
as 1922.^ The commercial use of wireless telephony and 
telegraphic transmission of pictures arc also post-War 
developments. Between 1920 and 1933 a system was 
built up — with London as its international exchange — which 
linked into one network practically every telephone sub- 
scriber in the world. The world became a whispering 
gallery. The extended use of the motor-car for pleasure 
and commerce was also a post-War development which 
led to a rapid advance in road construction and raised 
difficult problems for rail transport. In 1913 the motor-car 
industry was cennparatively insignificant; by 1929 there 
were over 35 million cars on the roads of the w^orld; of 
these 26| million were in the U.S.A., a country in which 
83 per cent, of the world's cars were mass-produced in 
1928. The development of the motor-car led to great 

E ublic expenditure on roads and — though the point cannot 
c elaborated here — to profound changes in social Ufe. It 
was typical of the post-War economic progress we are now 
considering that it produced caterpillar-track motor veliicles 
wliich ousted the camel as a means of desert transport. The 
second industrial revolution affected sea-transport. Ten 
years after the end of the War, one-half of the merchant 

^ The ttuniber of annual licences issued in Great Britain at the end of 1933 
exceeded 5,000,000 'Fhere were probably about 180,000,000 listeners in dhc 
world at that time. 
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ships under construction were motor-yessds and the Blue 
Ribbon of the North Atlantic was about to pass from 
England to Germany, whose wonder ship, the Bremen^ was 
driven at a speed of 29 knots.^ In 1929 the German 
pocket-battlcsliip, Deutschland, startled the Admiralties of 
die world by her qualities on a 10,000 tons displacement. 
This result was obtained by the use of electrical welding 
instead of riveting. Finally, the aeroplane emerged as 
the best high-speed carrier of passengers and mails. By 1933 
world air routes covered 200,000 miles. In 1919 the length 
of regularly operated British air lines totalled 270 miles. 
By 1933 the comparable figure was 14,000, and each month 
witnessed an extension of this method of transport. Air 
mail traffic from the United Kingdom grew as follows : 

19^5 J 933 

Letters . . 15,210 lb. 191,320 lb. 

Parcels . . 56,120 lb. 156,992 lb. 

In summary one can imagine the developments of all 
forms of communications and transport, in short the growth 
of SPEED which has been one of the most startling charac- 
teristics of Our Owm Times, as having caused the world 
to shrink in terms of the time-space factor, wffiich is one of 
the goveniing elements in man’s Ufe on earth. 

The old-established industries which had been mechan- 
ized by the first industrial revolution did not escape the 
influence of the post-War economic revival. In their case 
they were subjected to a process of refinement and slimming. 
In the early years of the nineteenth century men were being 
replaced by machines in what wc now call the basic industries 
(Steel and Iron, Engineering, Textiles, etc.), the In^rsc was 
giving way to the steam locomotive, and the sailing sliip 
was dipping her flag and being passed by the steam- 
driven iron vessel. In the post-War economic advance, 
machines were replaced by better machines, for the machine 

^ MAiaiEm : Wc have to heat you in the world market stru}3(}2,le, or else how 
can we pay reparation^ ? Tlie Bremen must beat the Mauretania. 1 hat !«» tlie 
unexpected coru*equeiJce of die Treaty of Versailles. F rom Act I, $c. I, BJ, 
One** (produced 1930). Three Plays and a Plaything^ Stephen King-Hall. 
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evolves like a living thing; it breeds bigger and better 
machines which displace their parents. The nineteenth- 
century machines made it uneconomic to employ human 
labour for manual work, but the humans were needed to 
tend the machine. The post-War machines are very largely 
automatic, as exemplified by the plant in Ford’s works which 
permit five men to supervise the production of all the glass 
needed by an output of thousands of motor-cars a day. 
This development of the automatic ” machine, accom- 
panied by the integration, both horizontally and vertically, 
of the processes of production and distribution has once more 
brought into prominence die question of the displacement 
of labour which became acute at the beginning of the 
nineteenth century. Whether or not the classical explanation 
of what had happened to the displaced workers in 1828 
was equally valid in 1928 is a problem furiously discussed. 
The economic progress of the twenueth century altered the 
meaning conveyed by the word “ factory.” That word had 
once meant a building, usually hideously ugly and full of 
men and machinery producing goods in dirty and noisy 
conditions. The post-War factory was clean, tuU of 
machines — often noisy, though the problem of ” noise ” 
was being tackled — but often sparsely populated by men. 

The economic progress of the post-War era also 
introduced us to the words mass production and 
” rationalization.” 

The broad object of ” rationalization ” and ” mass pro- 
duction ” was that of inc reasing the eificicncy of a machine 
system which was already in being. The first industrial 
revolution was brought about by the application of mechan- 
ized energy to the first needs of men— agriculture excepted. 
It was a crudish affair, rough and not at all efficient. The 
early industrialists were like settlers on virgin soil, they 
exploited the apparently limitless possibilities of the new 
fields with a rough and careless energy. 

The difference in output between the hand-loom ^ factory 
of the seventeenth century and a mechanized weaving 

1 Queen Elizabeth's government legislited against hand-looms on the grounds 
that tliey endangered the position of die liand- weavers. 
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fectory of 1850 was so tremendous that it seemed almost 
insultmg intelligence to spend thought on radical improve- 
ments to the power-driven loom; but by 1932 the auto- 
matic loom had established itself and we were hearing of 
the more looms to weaver ” movement. 

The first industrial revolution was fuelled by coal. The 
British supply was abundant ; the industry grew up 
chaotically in a rich and rollicking laissez-faire atmosphere. 
Coal was King and the monarch was supreme ; but oil and 
electricity were making ready to challenge his powers, 
and the rapid growth of the use of these two sources of 
energy is part of the story of the post- War economic 
movement. On the other hand, it is very significant that 
another part of the story of this post-War economic move- 
ment is the fact that the coal industry was conspicuous by 
its failure to expand. In the U.S.A. the production of crude 
petroleum ana electrical energy increased respectively by 
39 per cent, and 50 per cent, during the period 1925 to 1929. 
In Great Britain the Central Electricity Board was estab- 
lished in order to control the grid system which aimed at 
rationalizing and increasing the production and use of 
electric power. 

Not only did the post-War recovery include marked 
techtiicai and administrative advances in the conduct of 
the older industries, but it was also responsible for the 
creation of many new industries. The chief characteristic 
of these new-comers was that they were what the ninctcenth- 
century men would have called “ secondary industries, 
manufecturing articles of tlie semi-luxury type. 

The motor, aircraft, wireless, newspaper, artificial silk, 
cinema, plastic, cigarette, stainless steel, carbon dioxide ice, 
broadcasting and gramophone industries were the children 
of the second industrial revolution. Many of these industries 
afforded employment to women, a circumstance tending to 
raise the family income and to increase the range of con- 
sumption of the working classes. 

This rise in incomes per head produced important changes 
in social habits. In the first instance a smaller proportion 
of each income was spent on food and a larger proportion 
310 
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upon other consumable goods ; in the second instance the 
consumer demanded a greater variety of foods. In the 
language of economists the world’s food consumption per 
head is highly inelastic, by which they mean that the human 
stomach has a limited capacity as regards quantity. It has, 
however, an infinite capacity for change in respect of 
quality and variety. The consumption of wheat grown in 
the U.S.A. fell from 223*9 lbs. per head in 1889 to i95*4lbs. 
per head in 1919, and 175*2 lbs. per head in 1929. It is true 
that of recent years there has been the beginnings of what 
may become a significant change-over on the part of the 
Chinese and Japanese from rice to wheat, but this has been 
more than offset by the decreased consumption in Western 
Europe and America. The world was, however, consuming 
more meat since, although its population rose by 10 per 
cent, (approximately) between 1913 and 1928, its meat 
population rose 20 per cent, during the same period. World 
statistics showing changes in consumption of foodstuffs are 
not available, but the following table for the United 
Kingdom illustrates what has been a universal trend. 

HOME CONSUMPTION IN LB. PER HEAD IN THE 
UNITED KINGDOM » 



1913 

1928 


1913 

1928 

Buffer 

9 V 

14-6 

Beef 

22*2 

33*1 

Margarine “ 

37 

2‘7 

Bacon and Ham 

137 

23 -r 

Cheese 

5-5 

7-3 

Tea 

67 

9*2 

Coffee 

0*6 

0-8 

Tobacco 

2*1 

3*1 

Eggs (number) 

Sfi'O 

690 

Beer (galls.) 

27-9 

i6-2 

Dried Fruit 

4’8 

61 





Apart from changes in diet the last twenty years have 
witnessed enormous changes in the general mode of life 
of civilized man. This is a subject which requires volumes 
for its adequate treatment, and here we must be content 
with observing tliat not only have the luxuries of the 

^ From Statisttcal Abstract for the United Kingdom, 1929. 

® It IS interesting 10 note die following Damsli figures of margarine consumption 
in kilograms per capita : — 

19*3 1916 1928 

Denmark . .15*6 207 220 
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jiinetcmth century become the necessities of to-day, but 
a vast new range of consumable goods (and capital goods 
for their production) have come into being* In a material 
sense there has been a very rapid rise in the general standard 
of living of men, and a substanaal increase of his leisure time. 

Especially in Great Britain and Germany, Our Own Times 
up to the crisis winiessed a rapid increase of public expendi- 
ture on social services (Education, Housing, Insurance, 
Health and Unemployment). For instance, in Great 
Britain the expenditure on publicly provided education 
rose eightfold m the penod 1890-1925. hi 1913 in Holland 
social services absorbed 13*6 per cent, of the revenue, and 
32*4 per cent, in 1930. Tins world-wide phenomenon of 
the rise of expenditure on social services resulted in a 
corresponding increase in direct taxation upon the incomes 
of the wealthy, whose earnings were thus distributed by 
the state in the shape of “ services ” amongst the poor. To 
the rich man it was not what the state took winch became 
significant, but what it left. 

Although the scheme of this study and the space available 
do not permit of any account being given ot the extra- 
ordinarv' range and variety of the work done in the fields 
of pure and apphed science during Our Own Times, a 
moment’s reflection will suffice to remind us that without 
the work of the scientists, wlicther physicists, botanists, 
chemists, or members of any other of the hundreds of 
specialist branches of research workcis, the second industrial 
revolution with all its srarthng and disturbing social conse- 
quences would never have been boni. 

The connection between the Great War atid this second 
industrial revolution, a few of whose aspects and conse- 
quences we have noticed, was very dose. It is reasonable 
to consider that all the startling post-War developments 
existed in embryo in the pre-War world and that the time 
of their delivery into the service of man was accelerated 
by the advent of the War, which brought about a kind of 
premature birth of economic progress. In many respects 
the second industrial revolution was a War-baby, for it 
WAS the rapidity of the economic and industrial advance 
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which gave it a revolutionary flavour. In the first place, the 
urgency of War needs stimulated technical advance in 

E reduction, such as the development of the internal com- 
usrion engine, the fixation of nitrogen from the atmo- 
sphere ^ and the organization of mass production. Under 
the influence of war needs, money was lavished upon 
research, and inventive genius was stimulated. Secondly, 
the immensity of the War problems rapidly obliged govern- 
ments in neutral as well as belligerent states to intervene to 
an unprecedented degree in the day-to-day conduct of 
private business. By 1918 the state was in full control of 
economic life in almost every country in the world. 
Although there wms a reaction against state control im- 
mediately after the War, the hmd of bureaucracy only 
grudgingly and partially released its grip upon the throat 
of private enterprise, and the pure doctrine of laissez-faire 
was definitely relegated in principle to the scrap-heap upon 
which it had in practice been lying for some time. The 
problem became one of how to reconcile the alleged 
advantages in the shape of ctFicicncy, initiative, etc,, to be 
found in the system of private enterprise with the political 
necessity of retaining, and indeed extending, such a measure 
of state control as w^as requisite for the welfare of the whole 
community. How, in fact, Scx-ialism could be disguised 
as Capifali‘^m.“ 

Mention has already been made in Chapter 1 of the pre- 
War growth of state inrcrfcrcncc into economic hfc, and 
we have pointed out that the War accelerated this tendency. 
The following figures have been selected from a mass of 
evidence as iUustrations of the widespread extent of the 
growth of state control.*^ In Europe the railway industry 
often represents one-twxdfth of the national wealth of a 
countr}% and wdicrcas (excluding Russia) the state-owned 
railways in 1913 accounted for 54 per cent, of the mileage, 

^ Accelerated by tlie Britisli naval blockade which stimulated scientific research 
in Germany wlicre fertilisers, were badly needed for agricultural productitui. 

® For further discussion of this problem, see “ Conclusions,” Chapter XXXVII. 
* The author is indebted here to Professor Vtljocn’s excellently documented 
work, 7 ’A« Economic Tendencies of To-day^ P. S. King & Son, London, 1933. 
See also The State and Economic Life, published by Institute of Intellectual 
Co-operation, Paris. 
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the comparable figure for 192^6 was 67 per cent. In Germany 
state and municipal undertakings increased gready during 
the post-War pre-crisis years. The public authorities 
generated 23*6 per cent, of the electrical power of Germany 
in 1913^ by 1926 they were responsible for 76*8 per cent, 
hi 1913 50 per cent, of the tramway system was municipally 
owned. In 1927 the pubhcly owned proportion had risen 
to 73 per cent., ajid by 1930 only 4 per cent, of water under- 
takings were private. The state was becoming increasingly 
interested in the mining industry, and in 1927 government 
works were responsible for 84 per cent, of the aluminium 
production and (in 1925) for i8*8 per cent, of the iron ore, 
as compared with 10*4 per cent, in 1913. 

In Switzerland in 1927 the state owned 73 per cent, of 
the forests, 50 per cent, of the water power, 80 per cent, 
of the capital in railways, and was interested in banking and 
insurance. Similar data arc available for most countries, 
least of all in the U.S.A., most in the Teutonic countries. 
In Japan the post-War era witnessed a very extensive, if 
parti^y disguised, state control over the banking, shipping, 
industrial and agricultural activities of the country. In 
Great Britain the remarkable growth of state control in the 
fields of transport, housing, electrification, etc., will be too 
well known to die reader to need description. In our 
country it has developed along special lines, exemplified by 
the B.B.C., peculiarly the product of the British gemus for 
compromise. Another pre-War phenomenon wliich, whilst 
not state ” was not “ private,” and which grew^ by leaps 
and bounds during the post-War period, was the Consumers* 
Co-operative Movement. By 1932 there were 70 to 80 
million co-operarives in thitty-six countries. In Great 
Britain, the home of the movement,^ the “ co-op.** member- 
ship increased from i*8 millions in 1901 to over 6 millions 
in 1929, at wliich date the share capital of the societies 
amounted to 107,000,000. 

The above illustrations refer to the post-War years before 
the crisis, and, as we shall sec, when the slump dealt severe 
Wows at the profitability of private enterprise, the state by 

^ It origimtcdl in 1844 with the Rochdale Pioneer#. 
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means of subsidies, tariffs, quotas, marketing schemes, was 
forced to intervene still further into “ private ^ economic life. 

Another consequence of the War we must mention here 
was the fact that it changed the frontiers of Europe and 
created a number of new states each of which was inspired 
by an intensely strong nationalist spirit. To these states the 
spirit of economic nationalism was the breath of their 
new-born life. We have noted that the United States of 
America became nationally conscious during the post- War 
period and suddenly decided for political reasons to restrict 
immigration.^ She raised her tariffs to protect the home 
market, oblivious of the fact that the War had made her 
the great creditor nation, and that in the long-run both her 
War loans and her post-War loans could only be repaid by 
her acceptance of imported goods. Even in Great Britain, 
small protective duties originally imposed during the War 
to check imports and save sliipping space, were retained 
ostensibly for revenue purposes. 

In the British Empire the War stimulated the self- 
consciousness of nations and, as we have noted in Chapter 
XII, created a special aspect of the problem of how to 
combine the private political enterprise of Domimon status 
with the manifest advantages of a rationalized British 
Commonwealth of Nations pursuing a common policy for 
common aims. 

Another consequence of the War was seen in various 
measures restrictive of international trade which were 
imposed for reasons of international defence. The “ lessons ” 
of the War in a strategic sense show'cd that it might be 
dangerous for a coimtry not to possess optical glass works, 
chemical dye industries (for the manufacture of poison 
gas and explosives), an adequate supply of home-grown 
food, agricultural resources, aircraft and shipping. These 
“ lessons ’’ were held to justify die introduction of special 
tariffs and subsidies to foster industries “ vital to the national 
security/* 

Mention must also be made of the fact that the War 
inevitably had tlie effect of concentrating production in 

^ See p. 127. 
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national areas, regardless of the economic cost involved. 
When Peace came, there were in every country interests 
and industries which had grown up to serve War needs 
and which clamorously demanded protection against world 
competition — a typical example was the American overseas 
merchant shipping service. These War-industries black- 
mailed pohticiaiis by pointing out that if they were exposed 
to world competition they would collapse and thus add to 
unemploymeuf. 

Finally, dierc was the matter of Russia. Here was an 
insoluble piece of grit in the post- War gearing of the 
world economic system. Here was a state of no negligible 
economic importance which had abolished Capitalism and 
leapt at one stride into experiments with the lOO per cent. 
Socialistic state towards which the rest of the world, half- 
reluctantly, half-willingly, was painfully groping. 

One may sum up by saying that the second industrial 
revolution was born and developed in a siK'ial framework 
which, though in theory based on Capitalism and private 
enterprise, was in fact at least half Socialistic. Almost 
wherever one looked just before, during and after the War 
one found restrictions and controls which would have 
profoundly shocked the man of 1850, who would have 
declared that the world had relapsed into the fallacies of the 
mercantilist philosophy of the seventeenth century. 

These rcstricaons and controls were frequently of a 
contradictory nature, and this paradox was to become ever 
more startling as state intervention increased with the 
onslaught of the world crisis. It was to be a commonplace 
to fmd states subsidizing exports and at the same time 
raising tariffs and extending quotas ; supporting uneconomic 
home industries and subsidizing shipping which was lan- 
guishing because of the shortage of import cargoes. 

The tremendous rate at which material changes have 
taken {)lacc during the last twenty years, changes which we 
have summed up in the phrase “ The second industrial 
revolution,"’ was hardly checked by the world crisis we 
shall soon describe. In some respects they were accelerated. 
Tir dislocation of world trade which, as we shall sec, 
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began in 1929, created conditions resembling those of war, 
and nations seeking self-sufficiency demanded of their 
scientists acceptable synthetic substitutes for natural raw 
materials. The defeatist attitude adopted in many quarters 
towards the inventive genius of man because of the inabiHty 
of pohtical organizations to adjust themselves to economic 
progress is illustrated by the following passage : 

“ In the present cliaotic state of world trade new develop- 
ments in the direction of substituting ubiquitous products 
for cultivated and imported material would scarcely be 
welcome ... it may be argued that it would be advan- 
tageous to the world’s inhabitants if some scientist discovered 
a simple method of turning vegetable matter into an 
acceptable substitute for wool, but it would nor be difficult 
to make an excellent case for the postponement of the 
invention until the world has struggled back to a less 
chaotic condition than exists at present.” ^ 

In brief, save us from ourselves 1 

As wc have seen in Chapter I, Great Britain, when politi- 
cally dominant in the world, took control of Western 
Civilization during the nineteenth century and moulded it 
into certain shapes. How far was it to prove possible for 
her to maintain her predominance during and after the 
revolutionary changes which succeeded the War? 

Tlie British are the mysterious clnldren of lofty destinies 
and their fortunes are bound to the chariot wheels of the 
vehicle of world leadership. When the War w^as over 
their fates drove the British forw^ard, and unconscious 
as ever of what they were doing, or trying to dt.) — except 
that they deemed themselves to be acting in accordance 
with the dictates of commonsense — the British doggedly 
set about putting the world to rights by empirical methods. 

The British have many admirable qualities, one ofwdiich 
— in the practical everyday w^orld — is a certam lack of 
imagination. This is w'hy they are so brave. But this 
quality can sometimes operate with all the disadvantages 
of a defect, and it is extremely important to an understanding 

^ From a leading article in The Times Trade and Engineering Supplement 
July list, 1934. 
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of tJic events of our own times to realize that British 
economic policy during the post-War decade of 1919-29 
was remarkably unimaginative. It did not occur to the 
British that the mere incident of a World War could have 
unloosed psychological, spiritual, metaphysical (I seek in 
vain for the right word) forces and ideas which doubted 
the all-embracing validity of the dictum that “ Trade 
maketh Man/* ^ It may be that the times to come will 
prove the British to have been right in their dogged insistence 
that the spcciahzation of labour and the maximum degree 
of free excliange of products in accordance with the dictates 
of the price in the open market is the natural and most 
beneficial economic activity of man. It may be ; but those 
times will be long in coming. In any case the British failed 
to appreciate after the War that the second industrial 
revolution, whose nature has been sketched in this Chapter, 
was a phenomenon which sensibly diminished the penalties 
for breaking so-called ** natural economic laws.*’ An 
intraverted attitude towards international trade in the 
twentieth century might lead to loss of wealth. It did not 
lead to death. The British did not realize after the War 
that they were living in a world which, from an economic 
point of view, was in a state of flux. It was unbalanced 
and unstable ... it was perhaps a shapeless thing in process 
of changing from something which had been free into 
something which would be planned and controlled. Obliv- 
ious of these facts and without suspicion that the Great 
War, by hastening on various developments of which there 
had been premonitory signs in the late nineteenth century, 
might, and probably had, brought humanity to a genuine 
turning point in history, the British decided to reconstruct 
an international economic system which should be pre-War 
in its essential features^ though it would, of course, differ 
therefrom in matters of detail. 

We shall now proceed to tell the story of that endeavour ; 
the story of the efforts of Great Britain to stage a “come 
back ** both in finance and commerce. 

^ See p. 16. 
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BRITISH FINANCIAL POLICY 

“ Another difficulty besetting our task has been due to die com- 
plexity, not to say mystery, in which the problems of finance are 
involv(^. Every citizen is dimly aware that in some way his daily 
business is affected by die operation of the monetary system, but he 
is quite unable to appreciate how it is so affected.” 

Report of Committee on Finance and Industry^ Cmd. 3897, 1931, p. i. 

I. Two Battles 

W HILST the War was still being fought there were 
civil servants in Wliitehall giving thought to the 
problems of a peace which must sooner or later be the 
fruit of victory. Nothing had yet occurred to cause those 
in control of British poHcy to doubt the fundamental truth 
and practical expediency of the political and economic 
prmciplcs which had been at the source of the prosperity 
of Great Britain during the nineteenth ccnfur)% The defeat 
of Germany was a necessary preliminary to a resumption 
<.)f the processes of extending and improving that British 
world civiiizati(di whose genesis and characteristics were 
sketched in Chapter I of this volume. We have hinted in 
Chapter V (“ The Infernal Triangle ”) that the desire of the 
British Government to return as soon as possible to “ Business 
as usual ” was a major cause of Franco-Bridsh disagreements, 
and now we must sec in greater detail what were the obstacles 
confronting the British, and how' they endeavoured to 
surmoimt them and thus regain the pre-War economic 
leadership of Great Britain. 

When in 1925-26 it seemed that the foundations of 
political peace in Europe had at last been plamied upon the 
basis of co-operation between national states witliin the 
framework ot the League system of collective security, and 
that the Wasliington Conference treaties had prevented 
the development of a dangerous situation in the Pacific 
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and Far East, there was a general feeling that the inter- 
national economic situation was in need of immediate 
attention. A political peace in which industry and com- 
merce languished was but half a peace. So whilst an 
attempt was made to build up a structure of organized 
peace, ^ steps were also taken to tackle international economic 
problems. 

Materially, the initiative lay with the U.S.A., for she 
was the greatest creditor in the world, and disposed of 
enormous potential economic wealth. But she lacked the 
necessary tradition and experience required by any would-be 
leader of world economic policy. Moreover, she lacked 
the will to lead the world. Her economic outlook was 
national by preference and only outward (except in Latin 
America) by the sheer necessity of employing her vast 
surplus of credit and by the unpleasant fact that she was tied 
economically to Europe by the War debts question.^ 

Morally, the initiative lay w^ith Great Britain. She had 
the traditions and experience of a century of economic 
leadership. She had the will to lead the world and her 
economic outlook was international owing to the necessity 
of finding markets for her exports, cargoes for her shipping, 
and maintaining freer trade so that her debtors could pay 
the interest on the loans which Great Britain had supplied 
to borrowers all over the world. 

In the case of the U.S.A., though the flesh was there, the 
spirit was weak ; in the case of Great Britain, a war- 
weakened veteran was inspired by a spirit wliich refused to 
contemplate a refusal by the world to sec the obvious 
material advantages of rapidly restoring a world economic 
system. 

It is one of the major tragedies of our owm times that the 
course of events did not permit of close co-operation in the 
economic sphere between American flesh and British spirit 
during the years 1926 to 1929. Such 4 combination might 
well have saved the world from its economic crisis. 

* See Chapter Xni. 

For an account of the part played by the U.S.A. in die economic history 
of die post-War decade see Chapter XVII. 
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As wc shall sec. Great Britain, having successfully 
dcarcd up the domestic mess of a general strike — in itself 
a consequence of her return to the gold standard at pre-War 
parity — attempted more or less single-handedly to lead the 
world back to economic unity. But we are running too 
far ahead in our story. 

The peace wliich ended the War having been signed, the 
question arose, what was to be the great design and pattern 
of the post-War economic system e We suggested at the 
end of the last chapter that to Englislimcn such a question 
could admit of but one answer. It could only be a system 
which in principle resembled the pre-War system. It could 
only be a system which was based on the teachings of Adam 
Smith, though since 1921 was clearly not 1900, 1888, or 
1850, it was to be expected that in detail there would be 
substamicil differences between the post-War world economic 
system and its pre-War prototype. 

To the English mind the widespread extension and powers 
of economic nationahsm were essentially products of the 
vast war-time intervention of the state into economic affairs, 
and therefore a determined attack on tliis convolvulus-hke 
growth was an essential prehminary to a restoration of 
commercial freedom and prosperity. 

During the post-War decade Great Britain advanced to 
the attack upon two fronts ; there were two wings to the 
British assault upon the ramparts of economic nationalism. 
The G.fl.Q. of one attack was the Treasury and the Bank 
of England; that of the other was the Board of Trade. 
The first army was officered by the men from the City, 
the bankers and the financiers ; the second was led by the 
captains of industry. In both cases the working men and 
women of Great Britain w^ere the stonn troops. During 
the Great War when a division of troops was to be used 
in an attack it was withdrawn from the line and put into a 
quiet area in order to be “ fattened for the attack,” as the 
saying went. A similar policy of preparation was necessary 
in order to fit the working-class army of Great Britain for 
the assault. But the methods were different. Instead of 
being fattened they had to be “ slimmed by a prolonged 
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deflation, whose purpose was to reduce costs and wages and 
so make British goods competitive in the world market and 
raise the exchange value of the The working classes 
mav be visualized as advancing under cover of a prolonged 
and severe deflation, and the unemployment figures were 
the casiaaldes. 

The first British economic army, that of Finance, had as 
its objective the restoration of financial unity which was to 
be brought about by the establishment of stable foreign 
exchanges on the basis of some fonn of gold standard. 

The second B.E.A. was the Trade Army, and its objective 
was to bring about free, or at any rate freer, trade by the 
lowering of tariffs, the abolition of subsidies and other 
artificial restrictions and stimuli which either clogged up 
the free working of the economic system or else unnaturally 
stimulated one part of it at the expense of another. 

The two offensives were conducted simultaneously and 
were interdependent, but provided tliis fact be borne in 
mind, it will be convenient to deal first with the fortunes 
of the Battle of Finance and then consider the Battle of 
Trade. In order to appreciate the nature of the task which 
faced the Treasury and the Bank of England, it is necessary 
to describe the international financial situation as it appeared 
when it emerged from the rough and tumble of the War. 


2. Legacy of War 

As soon as the Peace Treaty was signed consideration was 
given to the problem of making a start with the tremendous 
task of restoring a world financial system without which 
any attempt to revive international trade was a waste of 
time. At its session in February 1920, the Council of the 
League^ resolved that the League should convene an 
International Conference at the earliest possible date in 
order ‘*to study the financial crisis and to look for the 
means of remedying it and of mitigating the dangerous 
consequences arising from it.” 

* Tliis was the second session of the Council. 
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At that tim« the question of the total amount of Getman 
reparations payments was still completely unknown, and the 
intemationsu Conference was postponed in the hope that the 
Spa Conference (July 1920) would throw light on this 
darkness. The hope was vain, and the International 
Financial Conference met at Brussels in September- 
October 1920. It was attended by 39 states (27 members 
of the League, 8 ex-ncutrals, 4 ex-enemies, and the U.S.A.). 
Its report contained a “ review of the situation ” and a 
number of unanimous recommendations. The delegates to 
the Conference, “ while appointed by their governments, 
attetided as experts and not as spokesmen of official policy/* 
The problem before the world was clearly summarized 
in the review of the situation ’* in words which cannot be 
bettered. Here arc printed some extracts from this docu- 
ment which is now deep buried and forgotten beneath a 
heap of experts’ reports,” notable alike for their common- 
sense and for the little influence they have exerted upon 
responsible statesmen or public opinion. 

“ Some of the financial ills from which the world is 
suffering are common to all nations; but the severity 
of the malady and the effects which it has produced on 
the body politic have varied immensely in proportion 
to the degree in which each nation has been immersed 
in the maelstrom of the War. . . . Certain of the 
belligerent countries of Europe/ unable to cover the 
expenses of the War from their national current revenue, 
find their balance-sheet burdened with an enormous 
volume of both internal and external debt, the amount 
of the latter being still undetermined in the case of 
Germany. The total external debt of the European 
belligerents converted into dollars at par amounts to 
about 155 milliard dollars, compared wdth about 17 
milliard dollars in 1913 which, even when full allowance 
is made for the depreciation of money, represents a 
tremendous burden in proportion to the total national 

^ Belgium, Bulgaria, France, Ormany, Great Britain, Greece, Italy and 
Portugal. 
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income of the belligerent countries. The external debt, 
amounting to about ix milliard dollars due to the United 
States and to 17*5 milliard pounds sterling due to Great 
Britain, presents an even more difficult financial problem 
because in nearly every ease it is payable in a currency 
wliich is less depreciated than that of the country 
concerned. 

“The government expenditure of these belligerent 
countries has increased in proportions which vary between 
500 and 1500 per cent., the present figure having been 
estimated at between 20 per cent, and 40 per cent, of the 
national income. The highest percentage is that of 
France who includes in her budget a very large sum for 
the restoration of her devastated provinces. . . . Except 
in the case of Great Britain there is still a very large gap 
between the total income and expenditure. 

“ These countries together have lost a very large 
proportion of their pre-War holdings of gold and have 
enormously increased their paper currencies. This 
process of inflation, which has been reduced by Great 
Britain and checked by France, still continues in other 
countries. Except in the ease of Germany and her Allies 
the countries occupied during the War had an enormous 
excess of imports over exports. 

“ During the War the exchanges of these countries 
did not reflect their real economic position, as artificial 
measures were in most eases taken to stabilize diem ; but 
the exchanges rapidly deteriorated when these measures 
were given up in 1919. This depreciation continued for 
twelve months. 

“ As a result of the War a number of new states have 
been created, while certain existing States, some of which 
were belligerents, have had their territories profoundly 
modified. Among these arc Armaiia, Austria, Czecho- 
slovakia, Esthonia, Finland, Hungary, Latvia, Lithuania, 
Poland, Rumania and Serbia. For none of these countries, 
except Finland, is there a definite basis of comparison. 
All of them have received as a legacy of the War extremely 
depreciated currencies. In most cases the machinery of 
^24 
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an otiJerly state revenue system is not yet in operation, 
and with enormous expenditure upon food relief, arma- 
ments, and in some cases actual war, there is no sign yet 
of any possibility of a budget equilibrium. In many of 
these countries tne printing-press is still in operation. 

“ In the countries of Europe which were neutral during 
the War, including Denmark, Holland, Luxemburg, 
Norway, Spain, Sweden and Switzerland, the position 
is essentially different; but the financial difficulties are 
also serious. In some cases heavy expenditure was 
incurred by these countries directly in consequence of 
the War, and they have had largely to increase their 
internal debt. But in most cases the budget difficulties 
arc due to the growth of Government expenditure 
caused by the rise of prices and the provision of subsidies 
to prevent this rise pressing too heavily on the general 
population. This expenditure has in some cases been 
met by increased taxation, but in the case of Holland, 
Switzerland and Spain there are considerable deficits, 
and in the two latter cases no equilibrium is yet in sight. 
The trade position of these countries also presents pecuHar 
difficulties. During the War their trade balances were 
very favourable owing to the demand for their products 
from belhgerent nations and die sti'jppage of their imports. 
The result was an accumulation of gold which led to an 
expansion of currency and a rise of prices almost as 
serious as that which for entirely different reasons took 
place in the belligerent countries. Since the War the 
trade situation has been reversed, as these countries have 
been importing the goods required to replenish stocks and, 
owing in part to the premium to which dicir exchanges 
have risen, as compared with the depreciated currencies 
of the belligerent nations, the maintenance of their 
exports has become difficult. To some extent, therefore, 
the favourable factors in the situation of these countries 
are actually an embarrassment. 

“ The countries outside Europe have on the whole 
the most favourable economic position. Though special 
conditions affect certain of them — especially China — ^in 
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general it may be said that they have benefited by the 
ready disposal of their products to the nations of Europe. 
Their trade balances have been very favourable and their 
exchanges have improved relatively to those of European 
countries. They have in many cases been able to pay off 
a large proportion of their external debts and, on the 
other hand, have made large loans to their former 
creditors. This is particularly the case with the United 
States, to whom most of the countries of Europe are 
now heavily indebted. But, as in the case of European 
neutrals, their accumulation of gold has led to a rise in 
prices, and has rendered more difficult the maintenance 
of their exports. Their future economic position, there- 
fore, is vitally dependent on the restoration of the pur- 
chasing-power of their European customers. It must 
also be kept in view that many of these countries, espec- 
ially in the New Hemisphere, have immense unfulfilled 
demands for capital expenditure, and the world-wide 
shortage of capital at the present time constitutes a serious 
handicap to their development. 

“ It IS noteworthy, however, that different as arc the 
conditions in these different groups fif countries, certain 
features are common to practically every country of the 
world as a consequence of the destruction and dislocation 
of the War. In every countr)^ the purchasing-power 
of the national currency has diminished, and the cost 
of living in terms of that currency has increased. With 
few exceptions, neutral as well as belligerent countries 
suspended the gold basis of their currency. Even where 
the gold basis has been retained the purchasing value of 
the currency has declined, for the value of gold itself in 
terms of commodifies has diminished to about one-half. 
In every country international trade has been impeded, 
dislocated and diverted from its normal channels. The 
inability of Europe to export during the War forced the 
normal purchasers of her goods to look elsewhere for 
their requirements, to develop production in unaccus- 
tomed channels at home or in other countries ovencas. 
Simultaneously, Europe’s need for imports compelled her 
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to sell a large part of her capital holdings abroad, which 
arc not therefore now available for her present needs. 
The instability and depreciation of exchanges resulting 
from these and other causes have impeded the trade of 
both seller and buyer. Countries with unfavourable 
exchanges have found it difficult to buy raw materials, 
and those with favourable exchanges have found in them 
an obstacle to the sale of their exports. With half the world 
producing less than it consumes and having insufficient 
exports to pay for its imports, credits alone can bridge the 
gulf between seller and buyer, and credits are rendered 
difficult by the very causes which make them necessary. 
Finally, every country finds impediments to its inter- 
national trade in the new economic barriers which have 
been imposed during and since the War.” 

Such in outhne was the state of financial disorganization 
for whose alleviation the delegates to the Brussels Con- 
ference recommended certain lines of action. Their 
proposals may be summarized as follows : 

Public finance must be re-established on a sound basis. 
States could not aff<'>rd to continue to spend on an 
average of 20 per cent, of their national expenditure 
upon armaments. 

(b) Each country should aim at the progressive restoration 

of that freedom of commerce which prevailed before 
the War. 

(c) Taxation sufficient to raise a revenue equal to current 

expenditure must be imposed, 

(d) Inflation must cease. 

(f) It is highly desirable that the countries which have 
lapsed from an eflcctive gold standard should return 
thereto, 

(f) Exchange restrictions “ are futile and mischievous.” 
(^) An international credit system should be established. 


It was a clear victory — on paper — for the British thesis. 
The opposition had not yet organized itself— but note the 
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sigtiificant &a that the experts did mt represent theit 
governments, and all economic qtiestions between the 
Allies and Germany were expressly excluded from the 
^enda of this Conference. Ominous portents for the 
supporters of international economic co-operation. The 
political difficulties in Europe which have already been 
described in Chapter V and particularly the delay in 
settling the Reparations and War Debts question, prevented 
the resolutions of the Brussels Conference from having 
many immediate practical consequences, but the forces 
(mostly British) favouring international stability and 
co-operation were ceaselessly at work ^ in an endeavour to 
dear away the various economic and pohtical legacies left 
by the War which were hindering return to the normality 

of 1913* 

It should be recorded here that the Cannes Conference 
of 1922 reached important economic conclusions, to which 
no attention was paid at the time, bearing upon the need 
of close co-operation between the Central Banks and the 
development of the “ gold exchange standard.” This 
de\acc aimed at permitting the use by Central Baiiks as 
part of their “ gold reserves ” of devisen convertible uito 
gold. For instance, a U.S.A. government gold bond was 
to be considered as being the equivalent of its value in gold, 
and as such eligible as a reserve for the backing of paper 
money. The “ gold exchange standard ” notion, much 
criticized in after years when the post-War financial system 
collapsed, was really a very sensible and progressive device 
provided the nations were willing to co-operate. It 
economized in the use of gold bullion since an ounce of 
gold ill the U.S.A. (for example) not only supported a 
structure of credit in that country but part of that structure of 
credit was transported to, say, the vaults of the Central Bank 
of Rumania where it supported a section of Rumanian 
domestic credit. It also had the advantage of linking the 
national monetary systems, but the disadvantage of forging 

* For enample, «e Chapter V for some account of Biitts)i ciforta to settle 
lepatatioiu. Also Great Britain was the first to settle her War debt with the 

ujiu. 
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an additional link which had to be painfully broken when 
and if for political reasons the nations determined to walk 
alone in economic and financial matters. 

But we must return to our survey of the attempts to restore 
the world’s financial machine during the years which 
succeeded the Peace Treaty, efforts which were centred round 
the great objectives of fint stabilizing the fluctuating national 
currencies and then relating them to each other by linking 
each to the gold standard. To be permanently successful 
it was essential that each national currency should be 
revalued in gold at a figure which reflected the level of 
prices inside that councry^ relative to world prices. A state 
which revalued its currency in gold at too high a figure 
would find its export prices uncompetitive in the world 
market, whilst if the opposite mistake were made, it would 
become a “ dumper ” and have to pay too high a price 
for its imports. In cither case the effect would be to intro- 
duce an element of instability into the world system and 
thus give excuses for national tariffs and restrictions. 

In 1923 the Austrian crown was fixed in terms of the 
dollar, thanks to an admirable reconstruction scheme 
sponsored by the League* when the desperate state of 
Austrian finance had caused the Allied Powers to abandon 
her problems in despair. The German mark was at this 
time plunging precipitately to destruction. In 1919 the mark 
was valued internationally at about 40 to the $. The 
German price-level was between two to three times that of 
1913 ; her internal debt amounted to approximately £2400 
million.* By the end of 1921, by which rime Germany 
had been refused relief from the reparation terms laid down 
at the London Conference in March 1921, terms by which 
the Allies demanded 1000 million gold marks by September 
1921, the mark fell to 60 to the dollar (the pre-War parity 
had been 4*2 marks $1). In 1922 the mark fell to 9000 
to the dollar. In January 1923, when the French entered 
the Ruhr in order to bring Germany to her knees, the 


^ See p. 189 et seq. 

* Tlic German Government had financed 94 per cent of the cost of the War 
by borroving. 
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mark was quoted at 49,000 to the dollar. By July 1923 
the quotation was over 1,000,000 marks to the dollar and 
the mark had virtually become useless as a medium of 
exchange. In October, with the abandonment by the Strcsc- 
mann Government of the campaign of passive resistance 
in the Ruhr a new currency was introduced. It was a gold 
currency called the Rcnten-mark, secured on a 5 per cent, 
mortgage charge on the total fixed capital of the German 
Reich. With the advent of the Dawes Scheme for lifting 
reparations out of politics and putting them into economics, 
and thanks in large measure to the energy of Dr. Schacht, 
the exchange was pegged at 4,200,000 marks to the dollar, 
and since the Rcntcn-mark was worth 4*2 dollars, the old 
mark was fixed at 1000 million to the Ren ten-mark. In 
November 1924 the Dawes loan of ^40,000,000 enabled 
a Reichsmark to be put into circulation on a gold basis, 
and Germany was thenceforward on the gold standard. 
The stability of the Swiss, Swedish, Polish, Fimiish, Danish, 
Hungarian, Belgian and Czechoslovakian currencies im- 
proved during 1924. In the case of the last three countries 
they were assisted by international loans. France, with 
a budget stiU unbalanced except for problematical reparations 
receipts, suffered curraicy depreciation and the rate fell 
below 100 to the ^ (pre-War parity, 25 francs- £1). 

On April 28th, 1925, Mr. Winston Churchill, when 
introducing his budget in the House of Commons, made 
a pronouncement of world-wide importance when he 
amiounced that Flis Majesty’s Government had decided to 
return to the gold standard at die pre-War gold content 
of the 

At this time the / was standing at practically its pre-War 
value relative to dollars, but the strength of sterling did not 
truly reflect its purchasing-power in the world’s markets. 
Sterling was over-valued because foreigners had bought it 
believing that the British Government would do what in 
fact they did do — ^return to gold at the pre-War parity. 
The following extract from Monetary Policy and the De- 
pression,^ a Chatham House Study Group Report written 

^ Published by the Oxford Uitiversity Press. 
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in 1933, explains what was involved in the British decision 
to stabilize on gold at the pre-War value. 

The decision to restore the gold standard at the old 
parity in 1925 was taken at a time when the low figure 
at which France and Belgium were to stabilize could not 
have been foreseen, and when rectitude and orthodoxy 
alike seemed to call for a restoration at the pre-War 
parity. But this restoration added to the difficulties 
which our export industries — already in an unhappy 
position owing to developments during and just after 
the War — had to face. ‘ Great Britain established a gold 
parity which meant that her existing level of sterling 
incomes and costs was relatively too high in terms of 
gold, so that, failing a downward adjustment, those of 
her industries which are subject to foreign competition 
were put at an artificial disadvantage.* * Such a ^down- 
ward adjustment * would inevitably have been difficult 
to bring about, and in any case many of its implications 
can hardly have been thought out m full at the time. 
Wages tend to be more rigid than prices, and even if the 
force of circumstances could have secured a reduction of 
wages in the export industries themselves, wages and 
salanes in those industries and services unaffected by 
outside competition (such as transport or building) were 
in a more sheltered position and much better able to 
resist change. 

“ The wage question was only a part of a much wider 
problem. A reduction of costs required not only a 
reduction of wage-bills but also a reduction in the weight 
of past obhgaaons incurred by Govern nicnt and by 
industry as a whole. It may be that a capital levy or a 
general scaling down of debts accompanied by a deter- 
mined drive on wages would in due course have achieved 
the desired ‘ downward adjustment,’ but in fact those 
responsible for policy do not seem to have formulated 
the problem in these terms. The disadvantages of such 

* Report of the Committee an Finance and Industry, 1931 (Conuuaiid 3897), 
pp. io6, 145. 
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an extreme line of action are many, and not the least 
of them is that the position of a creditor country (as we 
were in 1925 and as wc still arc) is much weakened 
vis^i-vis her debtors if her own C^vemment is forced 
to take steps involving partial default in its obligations. 

“ Given that sweeping methods of this sort to reduce 
past obligations were ruled out, the only other way in 
which their weight could have been lessened would have 
been by a fall in the rate of interest. The restoration of 
the old parity effectively put this out of court. To 
maintain the exchange position, it was necessary to keep 
Bank Rate and short-term money rates in London at 
a higher level than in New York, and this tended to 
prevent the lightening of the burden of fixed interest 
liabilities. Bank Rate was below 4J per cent, for only 
two months between 1925 and 1929. A difficulty created 
by this was that short-term money was attracted to 
London, thus disguising the weakness of Britain’s position. 
Gradually the United Kingdom was drifting into t3orrow- 
ing short and lending long, and so putting herself into a 
position in which she was no longer mistress of her 
financial destiny, but depended to an increasing degree 
upon the willingness of short-term borrowers to renew 
their loans as they fell due for repayment.” 

The return by Great Britain to the pre-War gold standard ^ 
at the pre-War gold value of die was perhaps the most 
momentous single financial decision in the period between 
the end of the War and 1931. Its consequences were 
to prove other than were hoped for in 1925, but it 
is easy to be w'ise after the event, and it is perhaps fair to 
say that the British Govenimcnt took a cliancc both in 
the interests of Great Britain and the world in the hope 
that by taking certain risks they would definitely con- 
solidate the general improvement in the international 
monetary situation which had been taking place since 1923. 
The return of Great Britain to gold was a great attempt to 

^ Modified in tedjnical details, e.g. the bank was only obliged to sell gold in 
bays. In pre-War years it had to excliange notes for gold coin- 
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pin down and fix the financial side of international economic 
relations into something resembling the 1913 framework. 

There remains to be discussed the position of France. 

This country was no exception to the general case of 
War inflation, the budget deficit of the War years amounting 
to a figure of approximately thousand million. After 
the War the practice of budgeting for a deficit was continued 
in France, although the deficit was theoretically balanced 
by taking into account expected reparation payments, and 
when the Herriot Socialist Government came into power 
in 1924, its policy, coupled with a further increase of 
Government borrowing, caused a flight from the franc. 
Some of this money came to London and was one of tire 
causes of the strength of sterling in 1925. The note circula- 
tion in France rose to over 57 thousand million francs 
(before the War the limit had been 6| thousand million 
francs) and the franc fell to 245 to the The prospect of 
France following Germany down to die bottom of the 
slope of inflation seemed about to be realized when in 
August 1926 Hernot’s left-wing coalition was defeated 
and M. Poincar^ came into power. He immediately 
inaugurated a scries of energetic measures, including taxa- 
tion, designed to balance the budget in order to save the 
franc. Capital at once began to return to France. By 1927 
the franc was being officially maintained at a rate of 124 
to the £, and in June 1928 it was linked to gold at a value 
which made 124 francs-^. This devaluation of the 
franc to one-fifth of its pre-War value undervalued it in 
rcbfion to its purchasing-power, just as the restoration of 
the £ to its pre-War gold value overvalued sterling in 
terms of commodities and services. 

With the return of France to the gold standard — and the 
franc was stable by 1927, a year before it was officially 
linked to gold— *it may be said that an international monetary 
system had been restored. It was in principle the same as 
that which had been operating in I913» it differed in 
the following respects. Firstly, gold coins had almost 
everywhere been withdrawn from circulation and most 
of tlic gold in each country was concentrated in the Central 
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Bank ; secondly, as the intematioiial distribution of gold 
had for various reasons^ been extremely uneven, large 
proportions of the total world supply being in the U*S.A. 
and France, some Central Banks found themselves with a 
supply of gold inadequate as cover for their note issue. 
To meet this difficulty, the device called the Gold Exchange 
Standard was being employed. As previously explained 
this arrangement enabled certain Central Banks to include 
in their reserve foreign obligations payable at sight in 
currencies exchangeable into gold. 

By I 927 *- 28 , with the international exchanges stable and 
all national currencies of importance linked to gold, cither 
directly or through the gold exchange standard system, 
it appeared that Great Britain had achieved her purpose on 
one of the two wings of battle for international economic 
co-operation which she had been waging since the end 
of the War. To all outward appearance a sound inter- 
national monetary system had at last been re-established 
as the result of devaluations, deflations and endless dis- 
cussions and manoeuvrings for position. It was true 
that a cntical examination of the foundations of this 
system revealed many disquieting features, such as the 
cononuous strain on London ; * the extraordinary geo- 
graphical disposition of the world’s stocks of monetary 
gold; the dangerous existence of masses of short-term 
money ready to move from centre to centre at the slightest 
political tremor, and, finally, the unwillingness of creditor 
nations to receive payment in goods. However, the great 
feat of hoisting the world back on to the gold standard had 
been achieved and great hopes were entertained that as a 
consequence of this achievement the other difficulties and 
dangers would gradually be overcome and disappear. These 
menaces to the maintenance of currency stability were in 
part financial, in part commercial 

The latter form the subject of the next chapter, so must 

* See pp. 189 ei seq.y Survey of International Affairs for 1931 for a dJscuswon 
of thdae reasons. 

* One to costs in Great Britain being too higli relative to tlie gold value of 
die Tbis meant, amongst other things, iliat interest rates in London had to 
bekt^tl%h. 
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be ignored for the moment. The financial difficulties were 
in many cases likely to be diminished if better co-operation 
could be established between National Central Banks. 

3. The BJ.S. . « M . » - ' 

These institutions lacked any central organization through 
which they could co-ordinate their national monetary 
policies, and yet those policies were clearly of immense 
international importance.^ It so happened that in 1929 
an opportunity occurred which was cleverly exploited by 
the British to bring about the creation of a Central Bank 
for Central Banks. At this time the reparation question 
which had been temporarily settled by the Dawes Plan ® 
once more became troublesome, and it became necessary to 
prepare a new scheme. 

During the whole period m wliich the Dawes Scheme 
operated, i.r. from 1924-29, Germany fulfilled her obligations 
punctually and completely. In fact, she had paid to the 
Allied representatives m Berlin, and they had successfully 
transferred from Germany, a sum of about £400 million. 

Nevertheless the Dawes Plan suffered from several dis- 
advantages, It did not fix the total of German liabilities; 
it included a foreign control over Germany domestic 
economy w'hich could not be kept in being indefinitely; 
and — although this w'as only recognized by experts — its 
terms had only been carried out by pumping foreign capital 
into Germany. 

The movement for revision produced concrete results 
when in 1929 a Commitree, knowm from the name of its 
American chairman as the Young Committee, was appointed 
with the tasks of : 

(ij) Finally dcccrmming Germany’s liability for reparations. 

(h) Abolishing the creditors’ financial controls in Ger- 
many which had been set up by the Dawes Plan. 

' The (tcnevd C onference of 1922 ur^ecl inter alia co-operation ben^een 
Central Jknks, but liie failure of tlie Conierence in its main business obscured 
its secondary recommendations. 

* See p. 130 et stq. 
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(t) Productog a plan whereby a portion of the Gcr^ 
man animitics to be fixed under {a) should be 
“ mobilized ’* in the form of bonds saleable on the 
world market. 

Detailed particulars of the size of the annuities Germany 
agreed to pay for the period 1929-87 need not concern us 
here, for the economic crisis was soon to make mincc-mcat 
of these arrangements. We arc now concerned with the 
arrangement under (h) above. It must, however, be 
mentioned that in parallel with the financial negotiations 
which were taking place between debtor and creditors in 
the Young Committee and which reached a successful issue 
in the Young Report,* a political bargain was being struck 
whereby the Allies agreed finally to evacuate the occupied 
areas in the Rliincland when the new reparation settlement 
came into force. 

To return to the new arrangements for transferring the 
German payments. The committee of experts which drew 
up the report on which the new reparations scheme was to 
be based included as an integral part of their recommenda- 
tions a proposal for a bank— to be known as the Bank for 
International Settlements. Its ostensible purpose was to 
be a clearing-house for international payments under 
reparations,® and to act as a trustee for the creditor C(nin tries 
in the application to Germany of the Young Plan. But 
the experts — and here the hand of the British representatives 
was visible — also recommended that it should be authorized 
to supplement with additional facilities the existing 
machinery for carrying on international settlements, and, 
within the limitations of the sound use of credit, to con- 
tribute to the stability of intcmational finance and the 
growth of world trade.” ® It was to be permitted to deal 
with national Central Banks and to accept their deposits, 
and (subject to the approval of each Central Bank) it could 
carry out certain banking operations in each country. It was 
not, however, to obtain control of any business in any 

* For particuiats of this repon sett Surv^ of Inttrnamml Affairs^ *9^9, pp. *4I 
» See Young Krport, Annat i. * Young Report, p. ii. 
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country or compete directly with national banking insdttH 
tions. Its reserves were to consist of 40 per cent, gold or gold 
exchange against deposits payable on demand, and 25 per 
cent, against time deposits of over fifteen days. Its share 
capital was to be $100 million, guaranteed by the Central 
Banks of the seven nations represented on the Young 
Committee. The Board of Directors was to be {a) the 
Governors of the Central Banks of Great Britain, France, 
Germany, Italy, Japan, Belgium and the U.S.A. ; (h) a 
representative of finance and industry from each of these 
countries, (c) Nine additional directors representing other 
Central Banks co-operating in the scheme. No Central 
Bank could he a member of the scheme unless its currency 
was on the gold or gold exchange standard. 

The proposal for the Bank met with a great deal of 
opposition from the economic-nationalists who strongly 
objected to the creation of an instrument whose reparation 
duties, although ostensibly its main business, were bound in 
the long-rim to disappear altogether, leaving the B.I.S, 
the directing international organ of world finance. Logic- 
ally the B.I.S. should have been part of the League machinery 
(it should, in fact, have been set up in 1919) but the Centr j 
Bankers, tradiiionally opposed to political control over 
banking, would have none of this, and so the B.I.S. was 
made independent of the League.* A dispute took place over 
the question as to the headquarters of the Bank. The 
claims of London and Paris cancelled out; Brussels was 

ps}'chologically too near to Paris ! Amsterdam was ruled 
out because of Bclgian-Dutch rivalries! It was actually 
prc'jposcd — such was the strength of nationalistic forces — 
that the administrative staff of the Bank should be dispersed 
amongst national branches of the International Bank!!! 
Eventuall)’, this promising experiment in internationalism 
was tucked away at Basle. Its statutes, as finally approved, 
interpreted in a general way the recommendations of the 
Young Committee, but various modifications were made 

* British Lak»ur Govemmeni endeavoured to place die B.I.S. within die 
League framework, hut dns endeavour was frustrated by opposition from the 

U.S.A. 
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to the original proposak, all such alterations being designed 
to restrict the scope of the wider international functions 
of the Bank. 

Any disappointment felt by the British and the school of 
economic thought they represented as they contemplated 
the poor thing the B.LS. had become, compared with 
the great organ of international financial control it might 
have been, was probably tempered by the reflection 
that this promising innovation had not been completely 
strangled at birth, that no institution can expect to be far 
in advance of the public it serves, that the Central Bankers 
of the world are the very arch high-prievts of conservatism 
and that, at any rate, it was satisfactory' to feel that these 
gentlemen had for the first time in history' become obliged 
to be members of an international club in whose smoking- 
room they could not avoid personal intercourse at least 
once a quarter. Had not the Bank of England started 
because of the diflficulties of the government of the day 
in securing subscriptions to state loans required to finance 
war, and from this modest beginning, in response to 
the needs of a temporary problem, had not the Bank gradu- 
ally become the dictator of the British domestic financial 
machine, and in pre-War years the unofficial director of 
the world’s money affairs? The B.l.S. had als(’> been 
started in order to deal with a transitory debt problem 
(reparation payments), but m the minds of some British ^ 
its ultimate destiny was gradually to assume control over 
the international financial system. 

Wc have now' completed our survey of tiie rc-cstablish- 
ment of intcrnarional finance and shown how, by 1928 at 
the latest, it appeared that the British * had achieved sub- 
stantial results in the pursuit of their policy of stable 

^ And they were Bankers J It may be wordi noting that all BntiSih Bankers 
are not hide^bound nit-wits. It is even probable that as a hods they are fatrly 
intelligent. It is true diat they do not include many Sociahst^, but, after all, the 
Clcr^ are not recruited from the ranks of t)ie Aihcistti. 

* jfhis really means Mr. Montagu Norman and the Treasury officuk, since 
ParKament in the mass was much too ignorant of die elements of fmanciul matters 
to be able to understand what w'as afoot. 'Hus ignorance w as exceeded- where 
escoess was possible- — in the mind of the average elector who could not have 
defined or described the gold standard if his life had depended on tl)e task. It 
was a grim joke tliat his livelihood did depend upon “ gold siatidard *' quevtiuns ! 
iiR 
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exchanges of national currencies linked to gold. Not only 
was the world once more prostrate before the golden calf, 
but the B.l.S. — a very pure gold institute — had been created 
as a beginning of the co-ordination of national financial 
policies. 

The re-cstablishment of stable international exchanges 
upon a gold standard basis was a great triumph for British 
financial policy. The British financial army had occupied 
the hostile position, but could it dig in sufficiently rapidly 
and deeply to maintain its gains and resist the inevitable 
counter-offensive ? As we shall liave occasion to record in 
later chapters, the international financial system wliich was 
restored by 1928, largely as a result of British sacrifices and 
efforts, was destined to collapse within three years. 

It is, however, convenient and correct to insert here an 
account of some further developments in the story of 
reparations which belong, in a general way, to the story of 
the British attempt to tidy up the international financial 
system and, in particular, were the last pre-crisis reparation 
arrangements. 


4. The Hague Conferences 

After the Young Plan had been adopted on June 7th, 
1929, by the princnpal countries concerned as the basis of 
a new attempt to settle the reparations question, it became 
necessary to summon an international conference to adopt, 
with such revisions as seemed desirable, the recommendations 
of the experts. 

The first scssicni of the Hague Conference — or, as it is 
usually termed — the First Hague Conference — opened on 
August 7th, 1929. It was attended by three Prime Ministers 
and the Foreign Ministers and Finance Ministers of Great 
Britain, France, Germany, Belgium, Italy and Japan. The 
leading figure of the British delegation was Mr. Snowden 
who, with the accession of the Labour Government to office 
in }une 1929, had become Chancellor of the Exchequer. 
The aithusiasm with which Mr. Snowden’s nationalistic 
attitude was greeted by all sections of opinion in Great 
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Britam surprised and shocked the ardent internationalists. 
The principal issue at stake at this Conference was that of 
the allocation of the German payments as between the 
variouT Allies, Under the Young Plan the British share 
of the unconditional payments were to be substantially 
reduced from the level to be paid under the Spa Agree- 
ments ; no comparable sacrifice was asked of France and 
Italy. If allowance were made for the satisfaction in full 
of the claims of the Dominions, the British share of these 
payments was reduced from 23 per cent, of the total under 
the Spa Agreements to 17*5 per cent. Mr. Snowden, in a 
forcible speech at the beginning of the Conference, made it 
quite clear that, bearing in mind that Great Britain had agreed 
to accept from France ^227 million in settlement of a War 
debt of ^600 million, and from Italy a settlement of £78 
millio!! as compared with a debt of /I560 million, and 
that whereas Great Britain had already paid the United 
States War debts to the tune of ^200 milhon, she had not 
yet received any payments from France or Italy, Great 
Britain was not prepared to forgo any of her share of 
German reparations in favour of the principal European 
Allies. The British position can be summarized in the 
words of a telegram received by Mr. Snowden from Mr. 
Ramsay MacDonald in which it was said : “ Our action 
hitherto in promoting the settlement of Europe on a basis 
of goodwill is a proof that wc wish this Conference to 
succeed . , . but we have reached the limit of hiccpiitahle 
hurdm^earing'^ 

A period of acrimonious discussion ensued, but the solid 
backing given to Mr. Snowden by all shades of British 
opinion eventually produced a modification whereby the 
British share of unconditional payments was considerably 
increased, chiefly at the expense of Germany ; German 
acquiescence was secured by modifications in her favour 
in the agreement to evacuate the occupied areas in the 
Rhineland. 

The first session of the Hague Conference adjourned 
afeer the signing of the agreements as to allocation, on 
August 31st. Committees of experts were appointed to 
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investigate methods for applying the modified Young 
Plan in its details, and by the New Year their work was 
su 65 cicntly advanced to allow of the summoning of the 
second session. 

The Second Hague Conference opened on January 3rd, 
1930, and was attended by the representatives of twenty 
countries. Its proceedings were free from the acrimony of 
the First Conference, and it resulted in the signature of 
fourteen agreements. The principal subjects covered by 
these agreements were the constitution of the Bank of 
International Settlements; the sanctions to be applied in 
the event of wilful default ; the reparations settlements with 
Austria, Hungary and Bulgaria and the “ liberation ” debts 
of the Succession States. The agreements were signed on 
January 20th, 1930, and were to come into force on 
May 17th, 1930. It appeared that considerable progress 
had been made towards ** a general liquidation of the 
financial questions caused by the War and the subsequent 
Treaties of Peace.” 

We must now proceed to the other wing of die battle 
and see what fortune attended the struggle which was 
being led by the British for the freedom of inrernationai 
commerce, without winch the financial victory would be 
purposeless since money is but a means to any end and that 
end is the easy transference between individuals and groups 
of individuals of goods and services. 
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BRITISH COMMEROAL POUCY 

What is prudence in the conduct of every private family can scarce 
be folly in that of a great kingdom. If a foreign country can supply us 
with a commodity cheaper tlian we ourselves can make it, better buy 
it of diem t^ith some part of the produce of our own industry employed 
in a way in which we have some advantage. . . . 

** The case in which it may sometimes be a matter of deliberation 
how far it is prO{)cr to continue the free importation of certain foreign 
goods is, when some foreign nation restrains by high duties ot pro- 
hibitions the importation of some of our manufactures into their 
country. Revenge in diis case naturally dictates retaliation. . , . To 
judge whedier such retaliations are likely (to be successful) docs nor, 
perhaps, belong so much to the science of a legislator, whose delibera- 
tions ought to be governed by general principles whidi arc always 
the same, as to die skill of diat insidious and crafty animal vulgarly 
called a statesman or polidaan. . . 

Adam Smith, Tke Wealth of Nations^ Book IV, Chapter 11. 

“ Some men turn every quality or art into a means of making money : 
this they conceive to be the end. and to the promotion of this end all 
things must contribute.” — Aristotle, Poiitics. 


1 

T he purpose of this chapter is to describe British efforts 
to restore freer trade during the first decade after the 
War. Wc shall begin — as vve did in the case of the chapter 
dealing with the financial struggle — with an indication of 
the magnitude of the problem. 

Attention has already been drawn to the fact ^ chat even 
before the War there was a growing tendency amongst 
the newdy industrialized countries {e,g, Germany and 
U.S.A.) to allow “ politics ’* to control economics ” and 
to resort to the weapons of economic nationalism, such as 
tarilFs for protective, as distina from revenue, purposes, 
dumping * and subsidies. During the lifc-andnleath struggle 
' Sec Chapter 1 . 

• There is no satisfactory delitiition of dumping. It means anything to all 
men. To some people it means selling abroad at a price lower dian cliat ruling 
in the home markets ; others call it " selling abroad below cost of production ” — 
(sriiiMevcr that means). 
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of the War, governments were forced to intervene in private 
economic life to an unprecedented degree. 

When peace was signed there were reactions in all 
countries against the more extreme forms of government 
supervision, a tendency strongly marked in Great Britain, 
the traditional home of liberty. Nevertheless, the state 
retained in peace much of the interfering and regulating 
power which it had beai allowed to seize in war. 

In the international sphere, where there was no public 
autliority which could be pressed to restore freedom of 
intercourse, and no public opinion to create an agitation, 
the removal of restrictions was very slow. In any case, 
the political situation in Europe up to 1925-26 was so 
tense that it approximated to war, and states felt the 
need of retaimrig control in these years of continuing 
emergency. 

The economic and financial section of the League has 
endeavoured to construct a table showing a picture of the 
changes in tariff level between 1913 and 1925. Such a 
calculation can only be very approximate and, at the most, 
reveal a rough order of relative magnitude.^ The result 
of this calculation is shown below : 



TARIFF LEVEL 

INDICES 




^913 

19^5 


1913 

1925 

Austria 

18 

16 

U.S.A. 

44 * 

37 

Czechoslovakia 

18 

29 

Belgium 

9 

15 

Hungary 

18 

27 

Holland 

4 

6 

Italy 

18 

22 

Denmark 

14 

10 

Germany 

13 

20 

Sweden 

20 

16 

Prance 

20 

21 

Switzerland 

9 

14 

Uiiitctl Kingdom 

0 

5 

Poland 

— 

32 


That the increased tariffs were in existence five years 
after the conclusion of peace is to be accoimtcd for by the 
desire to reserve the home market for home industries and 
so assist to give employment during a time when many 

^ I’ or an explanation tjf liie tcdinical difficulties in the measurement of tariffs, 
see A. Lovtxlay’s Britain and World Trade, pp. 182 et seg. 

* In 1914 only 25. 
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countries fouiid themselves — or believed that they found 
themselves — ^so burdened by debt that imports must be 
checked and exports stimulated. These countries were 
usually restricting internal credit and so accentuating their 
unemployment problem. Another reason for tariffs was 
strategic ; the desire to protect certain industries judged 
especially important in time of war. Subsidies (e.g. of 
shipping in the U.S.A. and elsewhere) sprouted in all 
directions. Finally, die Communist experiment in Russia 
where a whole nation was stare-organized and all foreign 
trade was regulated in accordance with the social pohey 
of the state, was a feature in the post-War commercial 
picture markedly unfavourable to a restoration of liberalism 
in commerce, since Russia was always liable to throw' into 
the world markets at low prices large quantities of such 
commodities as wheat and oil. 


2. Battle for Free Trade 

Such, in brief outline, was the nature of the protectionist 
entrenchments against which the forces of freer trade moved 
into acdoii under the leadership of Great Britain during die 
post-War decade. The first shots w'cre fired at Brussels 
in 1920 but, as we have noted, this conference w^as pre- 
dominantly financial and only indirectly discussed trade. 

With the improvement in the world’s financial system, 
of which the turning point was Great Britain’s return to the 
gold standard in 1925, one of the conditions necessary for 
the re-establishment of a freer-trade system w’as fulfilled, 
and the first steps towards Commercial Liberalism were taken 
at the Sixth Assembly of the League when the following 
resolution was passed on September 24di, 1925 : 

“ The Assembly, convinced that economic peace will 
largely contribute to security among the nations ; per- 
suaded of the necessity of investigating the economic 
difficulties which stand in the way of general prosperity 
imd of ascertaining the best means of overcoming these 
difficulties and of preventing disputes, invites the Council 
544 
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to consider at the earliest possible moment the expediency 
of constituting on a wide basis a Preparatory Committee 
which . . . will prepare the work for an International 
Economic Conference.” 

The Council set up a preparatory committee of tliirty- 
five persons drawn from 21 narion^ties and composed of 
financiers, officials, merchants, industrialists, agriculturists, 
economists and representatives of workers and consumers. 
For over a year this Committee worked through sub- 
committees in collaboration with the technical organs of 
the League and government departments. It produced a 
unique collection of documents in which could be seen 
not only a complete picture of world economic con- 
ditions but also much of the detailed state of affairs in 
particular industries.^ As an analysis nothing like it bad 
ever been done before. If the solution of the problems 
had been tackled with the energy and goodwill devoted 
to their diagnosis, post-War history would be a different 
story. 

The Conference opened at Geneva on May 4th, 1927, 
and was in many respects the most imposing international 
gathering brought together since the days of the peace- 
making in Pans. It was attended by 194 delegates from 
50 states {includmg the non-Lcague members of Soviet 
Russia, the U.S.A. and Turkey) and 500 experts. But it 
was ominously significant, from the point of view of the 
suppi>rtcrs of Liberahsm in world commerce, that the 194 
delegates were not official representatives. They were 
spokesmen chosen for their personal qualifications and they 
were not in a position to commit their governments. It 
was also decided that decisions should not be taken by 
voting, resolutions being passed unammously where pos- 
sible ; w'herc this was not possible the names of members 
in favour of a resolution were to be recorded. By 1927 
most of the governments were taking the greatest care 
not to be committed to any relaxation of their economic 
nationalism. 

1 See Gut4& to df Preparatory £>ocum$ntf of the Corference (C.E. I. 40). 
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The President of die Conference (M. Theunis) in his 
opening speech, said : 

** The disruption of former economic markets, pro- 
tective tariffs and other forms of protection, wliich have 
been established almost everywhere, and the instability 
of these tariffs themselves have still further complicated 
the situadon. Nations have shovni an increasing desire 
to become sclf-supporcmg while, at the same time, they 
have sought to create fresh trade outlets — two tendencies 
wliich obviously clash. . . ^ 

Sir Walter (then Mr.) Layton, a Brirish nominee, summed 
up the Free Trade and classical British position in the 
following words ; 

** The interdependence of the nadons of Europe is so 
clear that their economic prosperity must rise and fall 
as a whole; individual nadons — in spite of the appeal 
at times to the opposite — cannot hope in the long-run to 
remain prosperous through their neighbours’ misfortunes. 
Secondly, material well-being can only be achieved by 
economic production. Thirdly, Europe can only hope 
to keep abreast of industrial progress if Iter ec onomic 
organization permits of specialization not merely between 
individual businesses but between nations. This means 
not only increased international exchange in its broadest 
saisc but also an cver-increasing degree of economic 
interdependence, accompanied by much closer economic 
collaboradon in many spheres than has existed in the 
past.” 

The French were in a delicate posidon at the Conference 
since their government was actually raising its tariff whilst 
the gathering deliberated upon the need of lowering these 
and other barriers to trade. The Russians amused them- 
selves by poking fun at the capitalist system in extremis. 
A number of resoludons, under the headings ” Liberty of 
Trading,” “ Customs Tariffs,” ” Commercial Policy and 
Treades,” ” Industry — [Radonalizadon — Cartels— Industrial 

* Report and Proce€Sngs pf the Worid Economic Conference (C-£. *. 46). 
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Information],” ” Agriculture,” emerged from the Con- 
ference. The most constructive inclu(fcd a statement to the ' 
effect that “ the time has come to put an end to the increase 
in tariffs and to move in the opposite direction,” and that 
nations “ should take steps forthwith to remove or diminish 
those tariff barriers that gravely hamper trade, starting with 
those which have been imposed to counteract the effects 
of disturbances arising out of the War.” The Conference 
also expressed the hope that governments would so far as 
possible refrain from the use of subsidies and “ reduce 
dumping to a minimum.” 

These resolutions, which in their wider field were as 
economically orthodox seven years carher as had been 
those at Brussels on finance, were duly reported to the 
Council of the League, which body considered “ that the 
Conference has fully carried out its task of setting forth 
the principles and recommendations best fitted to contribute 
to an improvement of the economic situauon of the world 
. . . and [the Council] commends this valuable report and 
these important recommendations to the favourable con- 
sideration of all governments.” 

One result of the Conference was the creation of a League 
body of fifty-six members, called the Economic Con- 
sultative Committee,^ whose duty it was “ to follow the 
application of the Economic Conference recommendations.” 

Before describing any results the Economic Consultative 
Committee were able to c^bserve when they held their 
annual meetings in 1928 and 1929, it is interesting to note 
that in October 1927 a diplomatic conference, entitled 

The Conference on Import and Export Prohibitions and 
Restrictions,” was convened by the League of Nations. 
Thirty-three states attended, of whom Russia was not one. 
A convention was drawn up of wliich Articles i and 2 
were the most important since tiicy stated that (with certain 
exceptions) the signatories agreed to abohsh all import and 
export proliibitions within six months of ratification of the 
convention. 

An immense number of reservations were at once 

1 See Ltagae of Nations Year Book, 1932 Edition, p, 55. 
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attached to the convention by more than fifteen states, 
and in the end the necessary number of ratifications were 
never obtained, since by 1930, when discussion on ratifica- 
tion was still proceeding, the economic crisis was in full 
force. 

In the light of the above information it will probably not 
surprise the reader to leam that states unwiUing to abandon 
the practice of prohibition of imports and exports showed 
no burning desire to accede to that recommendation of the 
World Economic Conference which declared dial the time 
had come to lower tariffbarriers. It is true that the watchful 
and cumbersome Economic Consultative Committee at its 
first meeting in 1928 reported that “ the effect of the 
Conference has already substantially checked the upward 
movement of tariffs, which was in full swing in May 1927.” 
This hopeful discovery seems to have been based on the 
fact that certain states did not carry out threats they had 
made to increase tariffs, and that France and Germany had 
managed — after three years of negotiations — to conclude 
a commercial treaty. A year later (May 1929) the Com- 
mittee made its second amiual report and their optimism 
could rise to no greater heights than the statement that 
while “ the check to the forces winch are continually being 
exerted in every country in favour of greater protection 
has persisted there was, even in 1928, little sign of a move 
in the opposite direction/* 

In fact the battle for free trade was already lost. It is 
possible to argue that early in 1928 the issue hung in doubt, 
but the protectionist forces tlicn began to receive reinforce- 
ments of an unexpected but decisive nature. The agri- 
ailtural interests in Europe began to wake up to the fact 
that during the first five years of the posi-War period the 
increases in tariffs which the World Economic Conference 
of 1927 deplored had been in the main for the protection 
of industrial producers. A similar statement was true of 
Subsidies and other direct and indirect methods of protection.^ 
Why should the farmer buy dear and sell cheap? Why 
should not the European home farmer be protected against 

* E.g po«t-War legislation for the protection of die Briiiith GmJ Industry. 
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“ dumfwjd ” agricultural produce from overseas and Russia. 
These ideas when held by peasant and agrariaji political 
parties in continental countries, parries composed of persons 
of peculiar interest to general staffs as die raw material of 
conscript armies, cause Cabinet Ministers to be up and 
doing in the manufacture of agricultural tariffs.^ By 1929 
agricultural tariffs or analogous protective measures were 
in full vigour all over Central and Eastern Europe, with 
the result that statesmen were then obhgcd to recognize 
that a tariff war was in full blast. 

In 1846 Sir Robert Peel rose in the House of Commons 
to introduce his Free Trade Budget which abolished the 
Corn Laws; m 1929 Mr. William Graham, the Sociahst 
President of the British Board of Trade, rose to his feet at 
Geneva to make a final appeal to the world on behalf of 
the principles of a commercial policy wliich had been 
almost part of the religion of liis country for nearly ninety 
years. 

In 1846 Great Britain had given to the world what it 
seemed to the British w^as particularly good for themselves 
and generally good for mankind, and the world had 
acquiesced ; in 1929 Great Britain was almost in the posinon 
of a pleader, as alone amongst the Great Powers she begged 
the world to return towards the commercial liberahsm it 
had deserted. 

The occasion of Mr. Graham’s speech was tlic tenth 
assembly of the League of Nations. He appealed to the 
assembled nations to arrange not to increase their tariffs 
for a definite period. The Assembly approved of the 
proposal. A sufficient number having replied favourably 
* The Prehminary Conference on Concerted Economic 
Action ” (Tariff Truce Conference) opened at Geneva on 
February 17th, 1930. Twenty-six European stares were 
represented and four from beyond Europe (Colombia, 
japan, Peru, Turkey). The U.S.A, and certain other states 
sent observers.” 

The Conference was doomed to failure. It was unre- 
presentative, and in its opening session attention was 

1 In due course (1933) this phenomenon became visiJble in Great Britain. 
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drawn to the difficulties of discussing tariff questions in 
a Conference at which the U.S.A. and most of Latin 
America were not officially represented. Whilst the 
Conference was being prcparal tariffs were rising on all 
sides. The German Minister for Trade declared that witliin 
the past year fourteen European countries had raised their 
duties and seven more were preparing to do so. Many 
increases in tariffs had been pur in hand as soon as the 
tariff truce conference was suggested, with the obvious 
tactical purpose of increasing bargaining power at the 
Conference. 

The British struggled hard to make the Conference 
produce results; they even accepted a French proposal 
which completely altered the principles of the original draft 
convention which lay before the gathering, and altered it 
gready to the disadvantage of Great Britain — but it was 
in vain. They were fighting a losing battle and the world 
crisis, already by this time in full blast in the agncultiiral 
overseas countries — as evidenced by the falling price level — 
was gathering momentum almost week by week. In the 
general feeling of economic insecurity and doubt which 
was creeping like the shadow of an eclipse across the world, 
the forces of economic natumahsm raised themselves ever 
more arrogantly. From May 1929 to June 1930 the United 
States Congress was at work conceiving the new tariff 
monster whose name was to be the unlovely combination 
of Hawlcy-Smoot. This outburst of protectionism was 
followed by new tariffs in Canada, Mexico, Cuba, France, 
Italy, Spain, Australia and New Zealand. 

Technically, the after-birth of the Conference lay about 
the world in the form of a Commercial Convention until 
March i6rh, 1931, when at a bunal meeting at Geneva it 
was noted that only rw'clvc countries had ratified even this 
emasculated and reservation-ridden document. Three days 
of disaission sufficed to reach agreement that it was impos- 
sible to agree as to a date upon which the convention should 
come into force. Freer Trade was dead in name as well as 
in fact. 

There is an iuccrcsting parallel to be drawn between the 
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situadoii in 1914 and that in 1929-30. It has always been 
the contention of the French — ^and others on the Continent 
— that if in the critical days of July 1914 Great Britain had 
made clear that German aggression would involve a war 
with the British, then there would have been no war. It 
is possible that if in 1929-30 Great Britain had made clear 
to the world that the failure of her efforts to liberate trade 
would mean the establishment of protection in Great 
Britain — the great consuming market for approximately 
one-fifth of the world’s export trade — then perhaps the 
economic nationalists would have thought once, twice and 
even thrice before they inflicted so signal a defeat upon the 
British policy. The comment proper to this speculation 
is that the British deal with problems as they arise and are not 
in favour of thinking out remote and hypothetical conse- 
quences of actions which are not related to the needs of 
the motnent. 

To sum up : 

The decisive defeat in 1929 of the British policy for freer 
trade, a defeat which turned what had been a steady retreat 
mto a rout, had two major consequences. First, by definitely 
indicating to the world that restrictions upon international 
commerce were not to be removed, but were more than 
likely to increase, it set in motion forces which brought 
about the collapse of the painfully rebuilt world financial 
structure. Secondly, it brought about a change in British 
commercial policy with consequences whose full effects 
are as yet (193 81 impossible to foresee.^ The practical results 
of the policy of restricting international commerce to which 
mankind was now definitely committed is shown by the 
following figures of value of world trade in gold dollan. 
These statistics® are compiled from 160 areas and can be 
taken as being as accurate as it is humanly possible to make 
them in view of tlie dift'erent systems of administration, 
valuation and definition which exist in various parts of 
the world. 

^ For some further comment on this point, see Chapter XXllI. 

* From Reyitw of World Trade *932, L. of N. 
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WORLD TRADE 
(Millions of Gold Dollars) 



Imports 

hxports 

lotal 

19^9 

3 S,< 5 o 6 

31.035 

68,641 

1930 

29,083 

26,492 

5 S, 5'’5 

1931 

20,847 

18,922 

39 . 7 ^ 

1932 

I 3 r 88 s 

12,726 

26,611 


III considering these figures, which show a contraction 
of value between 1929 and 1932 of 61 per cent , the tic- 
mendous fall in prices which took place during that period 
must be borne in mind Of twenty-five amclcv of impor- 
tance in the world’s export trade the price of sixteen fell by 
more than a half between 1929 and 1932, and this u is not 
the full measure of the fall, since many of these articles had 
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Reproduced f*orn the Monthly BuUattn of Statisucs — June 1934. 

begun to fall in price in 1928 whilst prices at the end of 
1932 were lower dian the average figure for 1932 The 
table on tbe opposite page ‘ illustrates this price fall 
As regards volume of trade it has been calculated by the 
Economic and Financial Secaon of the League that the 
fiantum of world trade decreased between 1929-12 b) 
about 26 per cent.-ay per cent — say one-quarter 
This matter can be fittingly concluded by the three 
curves shown above which reveal the consequences upon 
world trade of the restncaon on commerce 


I From lUvuw of florid Track 19SI, L of N , p 9 
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PBRCBNTAGE CHANGE JN AVERAGE GOLD EXPORT 
PRICES FROM i92<> TO 1932 



1929-301930-31 

1931-32 

1929-32 

I. Rubber (Bnt Malaya) 

-42 

-51 

-45 

-84 

2 Wool (Argentine) 

-“46 

-36 

—20 

-72 

3 Raw Silk 

-30 

-28 

-37 

-68 

4 Copper (USA) 

5 Coffee (Brazil) 

-25 

-30 

-33 

-65 . 

-43 

-29 

- 9 * 

— 64 

6 Bacon (Denmark) 

-15 

-37 

-33 

-64 

7 Maize (Argentine) 

-40 

-40 

4 - I 

-63 

8 Cotton (USA) 

-27 

-38 

-19 

-63 

9 Crev cotton tissues 





(JapiD) 

“I3 

-24 

-44 

-63 

10 Silk tissues (France) 

- 9 

-32 

-37 

-61 

11 Butter (Denmark) 

~i8 

—21 

-35 

-58 

12 Fin (Bntjsh Malaya) 

13 Chilled Beef 

-29 

-27 

— 10 

-53 

(Argentine) 

- 8 

-25 

- 32 

-53 

14 Wheat (USA) 

-19 

' 38 

- 4 

-52 

15 Sugar (Czechoslovakia) 

— 20 

-25 

-19 

-51 

16 Mechanic al wood pulp 

(Finland) 

-F 5 

-II 

46 

-50 

17 White cotton piece goods 

(United Kingdom) 

— II 

—21 

-26 

-48 

18 Petrol (USA) 

— II 

-37 

- 6 

-47 

19 Pig iron ! 1 

(United Kingdom) 

. 3 

— 16 

-29 

-38 

20 C ement (German) ) 

- I 

— 10 

-28 

"35 

21 News-print paper 





(Canada) 

“ 3 

— 10 

— 20 

-30 

22 Coal 





(United Kingdom) * 

+ 3 

- 9 

-23 

—28 

23 Steel girders (Belgium) 

— I 

- 7 

II 

-17 

24, Passenger motor-cars 





(U S.A ) 

4* 03 

— 12 

- 6 

-17 

25 Mowing machines 





(Germany) 


- 7 

4 " 2 

- ^ 


* A* detailed trade leturns for Bianl for 19)2 %tre not available, tlie fall 10 
die price of coffee from 1931 to 1931 has calculated on the basas of the 
av erage import pncev of tlic U S A (which do not include transport costs from 
the exporting country) 

* Coal exported from Poland however, fell in price by 3 per cent between 
1929 and 1950, by 9 per cent between 1930 and 1931, and by id per cent beti^een 
1931 and 193a. 
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Tkc signal defeat of the British campaign for the estab- 
lishment of freer trade exercised a profound effect upon 
British public opinion. We have already noted the extra- 
ordinary abihty of the British to adjust themselves to 
circumstances. They were now faced with the fact tliat 
the economic nationalists had pulled down tlic pillars of 
the world’s commercial temple in which the British had 
oflBciated as high priests for close upon a century. The 
British were in a position analogous to that of a brewer in 
a community which has suddemy gone dry. The British 
brewer was not entirely defenceless : his late clients owed 
him great sums of money and he was the most experienced 
of “ men of the world.” It was clear that great readjust- 
ments were about to take place; it was also the British 
experience that it was unwise to do anything precipitate. 
The commercial wing of the British army had failed to 
storm the tariff walls of the world and might have to dig 
in for a time on its home front whilst it planned some 
outflanking movements and built up some tariff parapets 
behind wliich it could prepare for a fresh offensive. What 
of finance? Was that wing of the army holding its gains? 
Was the gold standard still secure? We shall see in a 
succeeding chapter that the failure to secure freer trade had 
a fatal effect on the somewhat jerry-built post-War financial 
system. But wc anticipate too much. We arc writing 
now of events which took place during the fury of the 
world economic crisis. Before this crisis cast its dark 


^dow across the world there was — as wc have mentioned 
in Sailing Directions 11 — a recovery from the damage done 
by the War to the economic prosperity of the world Not 
only was d^iagc repaired, but when intcmarioi.aJ peace 
apparently dawned in 1925-26 there was a definite upward 
movement m economic activity. It was from tins elevation 
that men fell mto the Grmd Canyon of the crisis, so before 
we explore Its gloomy depths we must describe the high- 
IM* ^which humanity was hopefully proceeding up to 
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POST-WAR BCONOMTC RECOVERY 

*' But all was false and hollow ; though his tongue 
Dropped manna, and could make die worse appear 
The better reason, to perplex and dash 
Maturest Counsels," Milton, Paradise Lost 

1. Production and Trade 

I N the course of Chapters XV and XVI, we traced the 
story of the British attempt to restore an international 
economic system. It was suggested that this struggle was 
waged on two fronts, one fmaiicial and the other com- 
mercial. The momentary success of the British Financial 
Army, a fleeting triumph enjoyed by the financial authorities 
in London as they noted in 1928 that the currencies of the 
principal states of the world were once more linked fixedly 
to gedd, brought Chapter XV to a close. 

The next (Chapter had to end upon a sombre note, for it 
concluded with the spectacle of the Britisli Trade Armv 
repulsed with heavy loss, and the tariff-mongers, like the 
daughters of the Phihstincs, openly rejoicing upon the 
house-tops as the national barriers to intcrnadonal trade 
multiplied with the rank and speedy profusion of a tropical 
jungle. 

We might now proceed with an account of how the 
failure of British commercial pohey reacted upon the 
hard-won financial gains and how, bereft of the support 
of its export trade, the Financial Army was obliged to 
retreat, or, as some would say, fly for its life away 
from the rigid austerities of the gold standard. But to 
do this would over-simplify a complicated subject. In 
order to understand the crisis of wliich the defeat of the 
British economic armies was both a cause and an effect — 
bow much of each no man can confidently say— it is 

355 



Our Own Thm 


necessary to set down an account of certain post-War 
developments in economic matters which were in the 
nature of a prelude to the great collapse. They can be seen 
in perspective as taking the form of a remarkable economic 
recovery which on closer investigation proves to be a whited 
sepulchre. It was a fake recovery pardy because the British 
were apparently achieving their purposes when in fact their 
victory was an illusion, and partly because of certain 
economic activities and inactivities of the U.S.A., of which 
more anon. Underlying the whole of this false recovery 
was the fatal assumption that the period 1925-26 had seen 
the beginnings of a real political peace between the 
sovereign states ; a peace based upon a genuine acceptance 
of the doctrine of collective security. 

During the first ten years of the post-War period most 
people believed that when and if the political and economic 
difficulties due to the War were mastered, al) would be 
well. It was assumed that the underlying foundations of 
the great society of man were sound and thar all the problems 
which vexed statesmen and bewildered the people were 
consequences of the escapade of the Great War. Tlie 
diagnosis which made The War the scapegoat for the 
world’s sins took no account of the existence of serious 
political and economic problems which ^verc 111 a critical 
condition before the world went to war. 

The wan, revolutions and economic crises which have 
distinguished Our Ovtj Times have accelerated and 
aggravated die onslaught of disintegrating forces which 
in 1913 were mobilizing just below the horizon of time. 
The pre-War paradox of a number of sovereign states 
asserting their political independence in a world which 
was rapidly being transformed into an economic unit 
has beem noticed in Chapter I. This paradox represented 
an attempt to compromise between the forces of com- 
petition and of co-operation which wrestle ceaselessly for 
the mastery of man’s soul. According to historical precedent 
such a compromise must lead up to a crisis in which one 
of dbc two forces would temporarily prevail, and judging 
from previous experience the competitive force would be 
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the more likely to win the day. Then there would be a 
fresh period of crisis and confusion, followed by a further 
attempt at compromise which in its turn would work up 
into another crisis. 

The crisis of the early nineteenth century, produced by 
the first industrial revolution and the Napoleonic Wars, 
had been succeeded by a century of struggle between 
national politics and world economic unity. It has been 
noted on pp. 22 and 26 that during the opening years of the 
twentieth century there were signs that world unity, which 
under British direction was based on the principles of 
laissez-faire and Free Trade, was being mastered and enslaved 
by its rival, political separatism. 

By 191 3 ‘‘ private enterprise in many a nation was 
a-w^horing after its maid-servant, the state, and losing its 
vigour, Its independence and its enterprise as it succumbed 
to the caresses of this all-embracing female. 

In 1913 the world situation was unstable. Another great 
crisis was impending ; great readjustments of social values 
were in the offing. Could this crisis be surmounted without 
the violence of war and revolution ? That was the question 
so often asked in 1913. That we are now aware of the 
answer to that question docs not alter the fact that, war or 
no war, the crisis, the reorganization of Western Civilization, 
was inescapable. 

As during the opcinng years of the twentieth cciitur}^ the 
height of the crisis drew near, Western Civilization became 
ever more unstable ; its temperature rose, its nerves became 
frayed and, as had so often happened before in history, 
men turned to violence as a method of readjusting their 
economic and political organizations and so making them 
fit to fufil old purposes by new methods. Once more men 
provided themselves with an object lesson of the truth that 
war is a crude, unscientific and ineffective method of modi- 
fying the structure of society. It creates greater problems 
tliaii it solves and the truth of this conclusion receives special 
emphasis when, as occurred in 1914, the society subjected 
to violence has become universal in its scope. When the 
world is in ruins there are no lescrves from which to conjure 
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up the forces of recuperation. Fortunately, although the 
violence of the War agitated every community on earth, 
its destructive energies never fell directly upon the Americas 
and the Far Bast, so that Western Civilization, fortunately 
for itself, soil had an industrial and financial base in North 
America. The excitements of the War and the concentra- 
tion of men’s efforts during four years upon the problems 
of destruction had concealed the existence of an imminent 
crisis in the pcacc-dme system, and when the War ended, 
the world — apart from Europe — set about picking up the 
threads of normal life ^ in production and commerce which 
had been dropped in 1914. 

The end of the War found the world in general, and 
Europe in particular, suffering from an acute shortage of 
many of the essentials of peace-time life. This state of 
affairs led to a sharp and short trade and productit)n boom ® 
which collapsed heavily in 1921 as soon as the iimnediatc 
needs of Europe were satisfied. The world then began 
what appeared to be a steady movement of economic 
progress, a movement whose effects did not become 
apparent in Europe until after the 1925-26 period brought 
her political peace. 

By 1928 this world- wide economic progress was being 
checked on some fronts, especially in the raw material 
producing, overseas countries; by 1929 the half became 
general and the collapse assumed world-wide dimensions. 

We shall examine this post-War economic recovery 
from several points of view. First, wc will examine it in 
terms of trade and population. Table I (opposite) shows 
the world production, 1925. as compared to that of 1913. 

It is clear from the figures (Table I), which while making 
no claim to statistical exactness are, m the opinion of the 
economic experts of the League secretariat, sufficiently 
accurate to give an approximately correct picture, that by 
1925 the world as a whole was better off than it had been in 

^ Sec p. 82 for a reference to the desire of the U.S.A. for normality. 

* 'rhe shortage of consumers’ goods in 19x9-20 was one of tiic reasons why 
bufldliess men clamoured 10 be relieved of state control. Prices were rising 
pnecbitously. Morons could (and did) become mtlhonaires. A cargo would 
double in value between the date of its shipment and its arrival. 
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TABLE 1 * 

Per cent. 

Increase in world population 5 

Increase in production of foodstuffs . . .30 

Increase in production of raw materials .25 

Increase in volume of world trade .... 7 

1913 — the last normal pre-War year. There was more real 
wealth per head of world's population in 1925 than there 
had been in 1913. 

The next Tabic (II) shows how, up to 1925, Europe had 
not enjoyed her share of this post-War recovery. In 
Table II an index number of 100 has been taken as repre- 
sentative of the state of affairs in 1913. 


TABLE II ® 

REGIONAL ESTIMATES OF WORLD TRADE AND 
PRODUCTION 1913 and 1925 



Index Number J913 ■- 

too 


Rej^ion 

Population 

I^odttction 

t'^olume of 
Trade 

Europe 

lot 

102 

91 

North America . 

119 

126 

139 

Rest of the World 

106 

124 

126 

The World 

105 

116 

107 


In Table II the pt'or showing of Europe is in marked 
contrast with the progress made in North America. It 
should be noticed chat in population and production, 
Europe by 1925 had just regained her pre-War position. 
In volume of trade she was not yet there. 

Table 111 (overleaf) tells a very different story. In this 
table the state of affairs in 1925 is taken as the base for a 
comparison with conditions in 1929. 

* Iforlii Economic Survey, 1931-52, p. 23. 

# ® 0 / 7 . cll. 
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TABLE m * 

REGIONAL ESTIMATES OF WORLD TRADE AND 
PRODUCTION 1925 AND 1929 
Index Number 192^ = 100 


Regim 

Popuhition 

Foodstuffs 

Raw 

Materials 

Volume of 
Trade 

The World . 

104 

105 

120 

ug 

Europe . 

los 

110 


JZZ 

North America . 

106 

99 

114 

119 

Rest of the World 

103 

105 

119 

II2 


These figures show the impressive nature of Europe’s 
comeback into the ring of world economic affairs. 

The three tables printed above illustrate in a general 
manner the reality of the post-War ec'ononiic recovery, 
and indeed more than recovery, for by 1929 the volume of 
production of wealthier head of the world’s population had 
reached figures higher than any previously recorded. 

Why should not this progress have been maintained? 
Man was not losing his skill or his desire to improve his 
material condition. World population was not advancing 
faster than was the production and rate of exchange of 
wealth ; on the contrary, the reverse was the ease in most 
of the important trading and producing countries. In order 
to answer that question we must inquire more closely into 
the nature of this post- War advance. We have yet to 
answer the question ** How was it financed ? ”, for if the 
financing was bad then perhaps that was the reascMi why tlic 
recovery was not maintained, the progress not continued. 

2. International Credit 

How and whence w^as derived the capital which nounshed 
the world-wide activity reflected in those three tables ? 

It came from the pool of the international credit system. 
In the pre-War days this pool of capital w'as deepest and 
most fluid in London, and it w^as for the management of 
the sluice gates of credit that ” The City ” was so renowned. 
Its unrivalled knowledge of risks and markets in* all parts 

^ Worid JBconomic p, 
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of the world, its austere integrity, its tcchoicaliy well- 
organized and flexible money market, its absolute acfiiercncc 
to the gold standard, its great reserves, its ability to keep 
calm in time of crisis and to take the long view that to help 
others in emergencies was to help itself, were qualities which 
had acquired for the London money market a world-wide 
repute, and had caused it to be the headquarters of the 
world's financial machinery for the distribution of the 
products of industry and agriculture.^ Though London 
was the Empress of Finance, Paris, Berlin and other capitals 
were grouped round her throne. London and her court 
were the capitals of the creditor nations of the world ; that 
is to say the nations which exported capital and imported 
goods. The creditor nations always had a visible excess 
of imports over exports (a state of affairs usually referred 
to by the ignorant as die evil (sk) of an adverse balance of 
trade),* and they balanced their accounts by selling services 
(slupping, insurance, banking, entertaining tourists, etc.) and 
lending the use of capital to foreigners. 

The War smashed up the international financial system, 
and w^hen peace came, London which, true to its traditions 
of sound finance, had made a supreme effort to finance as 
much as possible of the Bntish War effort out of current 
resources,® was still bleeding from the War \vounds. When 
the pound, artificially pegged to the dollar during the War, 
w^as released in 1919 to find its own value in a welter of 
fluctuating national currencies, it depreciated in terms of 
gold, and for some years (unul 1925) the dollar w^as the only 
true gold currency. Nevertheless, as we have seen in 
Chapter XV, by grimly forcing down her costs of pro- 
duction the ^ was raised to its pre-War gold value by 
1925, and to outward appearance London was ready to 
resume her old position as Banker of the World. But in 

^ For an account of the credit system in Great Britain, see the Report of the 
Committee on Finance and Industry, 1931, Cmd. 3897, Part J. 

* It is clear that so long as international trade is to be financed by loans the 
lending countries must be prepared to receive payment in the sliape of goods, 
and tltat a world in which every nation **enJoytcl** a “/avoi/raA/e** balance of 
visible trade can only «*ist in tlie imagination of tub-thumping politicians and 
tlie tadp<d4i type of city editor. 

• The British financed about aj per cent, of their War expenditure by taxation. 
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reality her strength and capacity were not what they had 
been in 1913. In pre-War days much of Britain’s financial 
strength had been derived from the fact that she enjoyed 
a very large annual income from her investments abroad* 
Much of this foreign investment had been sacrificed on 
the altar of war. Secondly, in pre-War days she had 
enjoyed a preponderating share of world commerce. Both 
the absolute and relative share of world trade enjoyed by 
Great Britain in the years before the War had declined 
considerably in the post-War period with a corresponding 
weakening of her financial position. So that though Great 
Britain came back ” into the post-War international credit 
system, she did so to some extent as a shadow of her former 
self. Her shoulders were as broad as ever, her courage 
was as high, but her frame was weaker and, as events were 
to show, it was slowly to sag, tlicn suddenly collapse beneath 
a burden which became too great in 1931. 

If London was incapable of fully resuming her pre-War 
international responsibilities, were there otliers who could 
fake up what she had laid down ? 

New York was the obvious centre towards which the 
financial noses of post-War borrowers began to sniff. All 
the material factors necessary to the creation of an inter- 
national money market of the first order were at New 
York’s disposal. The U.S.A. was the greatest creditor 
nation in the world, exceedingly prosperous, the dollar 
firmly anchored to gold. The world seemed to he at its 
feet. But material factors arc but part of the necessary 
equipment for the control of world affairs. The U.S.A. 
certainly made a vigorous attempt to seize the throne upon 
which Great Britain was trying to crawl back. But though 
the Americans lent vigorously, lavishly and indiscriminately, 
they also embarked upon a restrictive commercial pohey, 
and raised sky-scraping tariff walls which excluded the 
products of their debtors and drew in gold of which the 
U.S.A. had already accumulated abundant stocks during 
the War. They also endeavoured to collect their War 
Debts,^ Wc shall have to return to the sins of omission 

^ See p. ajo 0/ stq. 
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and commission of New York in post-War monetary 
history when wc deal with the collapse of the short-livea, 

{ >ost-War international finance system; for the moment 
et us leave the Americans, half proud, half anxious at 
finding themselves amongst the chiefest of the world’s 
money-lenders, and turn to Paris. 

From 1923 to 1927 the French franc was depreciating as 
a consequence of her hopelessly unbalanced budgetary 
position and the post-War struggle with Germany, which 
culminated in the enormously wasteful Ruhr occupation.^ 
Wliilst this was taking place there could be no question 
of France playing any considerable part in the international 
credit system. It is true that very large quantities of French 
capital fled abroad in fear lest the franc was to follow the 
dive into oblivion of the German mark, but this emigrating 
French money was not international investment in the 
normal sense. It was invested abroad — much of it in 
Great Britain — at short-term rates, and had to be held 
by the borrowers in a form which pennirted of its rapid 
return to its owners. Tliis event occurred when Poincar^ 
stabilized the franc, by devaluing it to one^fifth of its pre- 
War gold value, and from that moment (1927-28) Paris 
was theoretically capable of taking her share of the business 
of intcrnanonal lending. 

There was much talk of building up a capital market in 
Pans now' that the financial jaws of the British lion (post- 
War brand) no longer seemed capable of masticating the 
same volume of international loan as had been the annual 
diet of his pre-War ancestor. But the projea was easier to 
discuss than to realize. There were many technical difficulties, 
due to the antiquated state of the French money market 
and banking system, in creating the wished-for international 
capital market. For many years before the War the 
direction of French loans, those to Russia, had been 
govcnicd by political rather than economic considerations, 
and this policy was continued in the period now under 
review. France also had a tariff policy and money market 
unsuited to a creditor country. France, hke the U.S.A., did 

^ Sec pp. 126 e/ seq. 
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her best to btiild up a part of the post-War international 
credit system, but the net result of the combined efforts of 
an experienced but weakened Great Britain, a strong but 
inexperienced U.S.A. and a nationalistic France, compared 
unfavourably with the pre-War system over wliicli a strong 
and experienced Britain had ruled. 

Mention must now be made of a peculiar, and as it 
turned out a very dangerous, characteristic of the post-War 
intemationa] financial system, and this was the extent to 
whicli the lending was for short periods of time (short- 
term money). What the borrowers needed were long-term 
loans, such as had been the foundadons of the development 
of tlie overseas lands in pre-War rimes. The pre-War 
economic system, which it was Britain’s ambition to restore, 
demanded as a condition of its successful operation a steady 
supply of long-term loans. But long-term loans repayable 
20-30 years from the date of issue cannot be floated unless 
investors have confidence in the future. In the post-War 
decade the timid capitalist (and aD intelligent capitalists are 
rimid) saw fluctuating currencies, rising tariff walls, revolu- 
tions and rumours of wars, failure to disarm. Communist 
Russia, chaotic China, the Polish Corridor, Fascists and 
Socialists, as well as certain other portents of coining trouble 
which will not be mentioned here as they arc to receive 
separate treatment. In short, he saw a world in flux. These 
were not the conditions in which a prudent man would 
immobilize his resources for a period of years. This timidity 
amongst long-term investors had two important results. 
First, borrowers could only obtain money for short terms, 
and they were thus coiirinuaily obliged to raicw the 
debt, but always with the knowledge that they might 
be called upon to repay at short notice money which they 
had borrowed and immobilized in long-term capital 
developments. Second, a vast quantity of very mobile 
capital controlled by financial houses and insriturions 
fled about the world whenever the fluctuations of the 
exchanges due to polirical causes alarmed its ownen. 
Milhons of dollars would hop into francs and from 
francs into sterling, and with each hop rock the stability 
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of the exchanges. Some of these troublesome international 
flights of funds were no doubt due to the deliberate actions 
of speculators who operated in campaigns against weak 
currencies, but much, probably most of it, was due to the 
self-preserving instincts of capital in a world from which 
credit and confidence in the future were conspicuous by 
their absence ; a world in which even the hoarder of gold 
begins to doubt his wisdom. “ What shall my capital do 
to be saved ? *’ was the question wliich agitated the man of 
property during the post-War years — a question which 
a number of governments answered by devaluing the 
currency and so translating much capital into the simplicity 
of nothingness. 

With this outline of the post-War international credit 
system in mind we can now return to our question : “ How 
and whence was derived the capital which nourislied the 
world-wide economic activity during the first post-War 
decade ? ” 

The table below, from The Balance of Payments, 1931“ 
1932, published by the League of Nations, gives in millions 
of dollars the figures for exports and imports of capital of 
the principal countries. 

Lending Operations 


EXPORTS OF CAPITAL (m miUious of dollars) 

(I’he plus sign indicates a net capital import. The minus sign 
indicates a net capital export.) 


Creditor Nations 

1923 

1924 

1925 

1926 

1927 

U.S.A. 

•i 104^ 

-590 

— 642 

“173 

-518 

U.K. 

700 

— 380 

— 261 

f I27‘ 

” 38.5 

France 


(See footnote *) 


”504 


1928 

1929 

1930 

1931 

1932 

U.S.A. 

“ 1126 

— 225 

“295 

4 - 0—0 

” 547 

U.K. 

“ 570 

-574 

— 112 

+313* 

+ 260' 

France 

“ 237 

-i 20‘ 

+ 258^ 

+787* 

4 - 1041 1 


^ Import of capital. 

» During the years rlie Frendi franc was depreciating and there was 

a flight of otpital from France of unknown volume. Most of it u'as invested 
at short-term rates abroad . Note that by 19*9 French investors were beginning 
to ** smell a rat " and had started to recall their capital. 
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Borrowing Orbrations 


IMPORTS OF CAPITAL (in miUions of dollars) 


Deht&r Nations 

1924 

192s 

1926 

1927 

1928 

Germany 

4-421 

+857 

4-151 

4-1058 

+974 

Hungary 

4 - 27 


f 26 

-h 89 

+ 91 

Poland 

■f 4^ 

4 “ 69 

- 72' 

4 82 

+ 124 

Argentine 

4 - 40 

■f 47 

4-226 

- 122 » 

-f 181 

Australia 

4-220 

-f-ITO 

4-170 

4- 188 

4-188 

Canada 

4-107 

4-277 

4-173 

- 137 

-201 

India 

~ 71 

“ <S 9 

-M78 

4- 121 

4 - 67 

Japan 

4 220 

4 - 74 

-j-128 

4 50 

-f 80 


1929 

1930 

1931 

1932 

Germany 

4-508 

}-I 20 

-506' 

loU 

Hungary 

4 - 38 

4 - 

24 

4 39 

-i 4 

Poland 

4 - 67 

4 - 

1 

“ 5 ^ 


Argentine 

4 - 4 

4-243 

- 27I 


Australia 

•t 214 

4- 

15 

™ 56^ 


Canada 

f 65' 

+ I 59 ‘ 

- 27 

- 64 

India 

-r 37 

4 - 

92 

- 86 

- 24 

Japan 

~ 9 

- 

128 

-102 

- 67 


The figures in the above tables show clearly that the 
position of the United States had changed from that of 
a debtor to that of a creditor country. It is estimated that 
in 1914 foreign investments in the U.S.A. exceeded A mcncan 
overseas investments by $3000 million. But by 1930 
American loans abroad anioimrcd to about $10,000 million, 
to which had to be added the War debts owed to her, 
which were computed at $7000 million. 

It is evident that such a state of affairs could only continue 
to exist provided the United States was prepared to receive 
a great volume of imports as interest on her foreign loans. 
In fact, her high tariff and the reluctance of die debtor 
countries to depress their standards of living and so lower 
their costs of production in order to jump the American 
tariff wall prevented this flow of goods from taking place.® 

* EkJtport of capital. 

* If is arguable that had tlie debtor countries endeavoured at all costs to export 
to AfOmca the American manufacturer would have demanded (and probably 
been |pra»tcd) an increase in his tariff in order to protett the home market from 
dompisd foreign goods. 
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The situation was temporarily obscured by the export of 

f ^old to the U.S.A. and by the issue in America of fresh 
oans. Towards the end of the first post-War decade 
the position was further confused by the development of 
the New York stock market boom — of which more will 
be found in Chapter XIX. 

The great changes in the direaion and volume of the 
international capital movements shown by the tables was 
not accompanied to a corresponding extent by changes in 
the balance of account of goods and services between debtors 
and creditors. This meant that the transfer of capital took 
place largely in gold and this led to an accumulation of gold 
in certain countries — especially France. 

Another important fact illustrated by the tables of capital 
export and import is die rapid rate at which Germany 
absorbed capital. These immense funds were used for 
three purposes ; they were employed to meet reparation 
payments, and to this extent were wholly unproductive, 
and in part were used to reconstruct German industry 
which had by this time been starved of capital for many 
years. Further, some of the money was spent somewhat 
lavishly on municipal public works. 

During tliis period public expenditure rose sharply in 
Germany, as may be seen from the following table, which 
is pubhshed in the World Economic Survey , 1931-32. 

PUBLIC EXPENDITURE ON EDUCATION, SOCIAL 
WELFARE AND HOUSING 
(In thousands of Reichsmarks) 



T913-U 

1925-26 

1928-29 

Education .... 

L 392 

2,370 

3,198 

Social Welfare . , - • 

691 

2,453 

3,586 

Housing 

31 

1,070 

i, 54 i 


7,178 

14,465 

20,801 

Estimated National Income 

45,700 

59,900 

75,400 

Soaa! Expenditure as a percentage 

of Total Expenditure 

10 

24 

2S 
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ft may be argued diat it is not unreasonable to suppose 
that during the post-War period Germany would spend 
much more per annum on social services than in 1913* 
Etliically speaking that proposition is quite acceptable, but 
it does not square with the political and economic assump- 
tion that Germany had lost the War and had to pay for 
the damages. This meant in fact tliat the victors said to 
Germany : " For a generation your standard of living 
must be lower than ours and the fruits of your enforced 
denials will be sent to us as reparations which we will 
consume.” The refusal of the Germans to accept more 
than a limited degree of economic slavery plus the refusal 
of the victors to accept such goods and services as the slave 
nation offered, were the elements of the reparations transfer 
problem, and one more factor of instability in the post-War 
economic system. On the general question of public 
expenditure on social services it may be observed that its 
rapid growth is a well-marked characteristic of our own 
times, and without entering into the differences of social 
philosophy which separate people in this matter of the 
degree to which the state should make itself responsible 
for such services, we can all agree that no more than a 
pint can be poured out of a pint pot, and that if the pot 
is to be enlarged to a quart it can only be filled if wealth 
production — in which is included the exchange of goods 
and services — be allowed to expand to the requisite amount. 

It must furtlier be pointed out that in the traditional 
economic system investors expect to sec a cash return on 
their capital, and that no statistical means and measurements 
exist by which we can assess the gain to die community 
through capital expenditure on such projects as the pre- 
servation of open spaces, flowers in the parks, or specimens 
for museums. This is not to say chat a thing wliich cannot 
be measured does not exist. 

In the case of Germany it is fair to say that die forms of 
expenditure taken by much of her borrowed money may 
have enriched the German nation in those intangible respects 
summed up in the phrase “Man docs not live by bread 
alone/* but this expenditure was quite unproductive from 
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the point of view of the foreign creditors who wanted 
dividends — partly perhaps in order to beautify their own 
towns. 

We will summarize and conclude this chapter by pointing 
out that apart from the special and temporary boom of 
1921, there had been steady economic progress in the world 
since about 1922-23, a progress which became universal 
when it was shared by Europe after the improvement in 
her political situation which took place in 1925-26. This 
progress had been financed chiefly by the U.S.A. and 
Great Britain, and therein lay the first of its two fundamental 
weaknesses. 

One of its financiers (the U.S.A.) was temperament- 
ally ** National,’* and had no experience of the job of 
judiciously supplying the world’s economy with the 
sustenance of credit. The world’s economic safety largely 
depended upon American credit ; the German position was 
almost entirely at the mercy of America. The supply of 
American credit depended upon the mental processes of 
tlie American investor, and what was even more dangerous, 
the opinions of the U.S.A. Congress. The other financier 
(Great Britain) was internationally minded, armed with 
experience, but far too weak to contemplate with equanimity 
any ^exceptional strain on her own account, let alone the 
immense burden which would descend upon her if by 
any chance the American support of die credit system were 
withdravm. 

In 1929 the world’s economic system was supported upon 
two main pillars of credit and neither was reliable. This 
was its first weakness and source of instability. 

The second was the fact that the commercial side of the 
system was out of gear with its financial side. The main- 
tenance of tariffs, particularly by that creditor nation, the 
U.S.A., prevented the debts from being liquidated. The 
economic progress had been srimulatcd by credits, but the 
fiscal policies of the chief states (except Great Britain) 
worked to prevent the fruits of that progress from being 
harvested. The U.S.A. would not take imports and Great 
Britain could not sell her exports. Did space permit, 
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mudh more evidence could be cited, such as the continuation 
of the problems of War Debts and Reparation ; the under- 
valuation of currencies (France) ; the over-valuation of 
currencies (Great Britain) ; the rampant growth of economic 
nationalism, with its determination to foster within national 
boundaries industries which had grown up for war pur- 
poses, but which were uneconomic in a free-trade world; 
to prove that in 1929 the world’s economy, outwardly fair 
to the eye and impressively fat, was in reality rotten within, 
and like a carcass blown up by its own gas, it wms ripe for 
a great deflation. 



CHAPTER XVIII 


% 

CART BEFORE HORSE 

“ Find out the cause of this effect, 

Or ratlier say, the cause of this defect, 

For tills effect defective comes by czn'it" —Hamlet. 
‘^They are as sick that surfeit with too much, as tlicy tliat starve 
with nothin}^.’' Merchant of Venice. 


1, Explanation 

T he contents of this chapter consist of some account 
of die extent and significance of the fall in the general 
price level and the disparities between the falls of particular 
prices, which were symptoms of the economic malaise 
during most of die post-War period. This business achieved, 
the chapter then proceeds to a brief account of sonic of the 
devices used in an attempt to check the fall in prices and 
cause them to move in the opposite direction. 

The discerning reader will by this time have perceived 
diat there is a variety of reasons wiiich justif}* die somewhat 
cryptic title at the head of this page. 

First, wc arc about to discuss certain aspects of the world 
economic crisis before wc describe how the crisis developed. 
The reason for this procedure is that it cannot be assumed 
with safety that some of the people for whom this book 
is written arc fully aware of the significance of price 
movements. There arc still many people who arc surprised 
CO hear that a movement in the bank rate (price of money), 
or a sharp break in the world price of wheat, may be events 
more significant to hunianiry than the results of a general 
election. The writer of tiiis book dwelt in that land of 
economic ignorance up to times so recent that die diought 
thereof is one of the few wliich can make liim blush. 

It is quite useless to study the course of the tTonomic 
crisis unless one has a sense of the workings of the economic 
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world as reflected in the price system, and what it means 
to human beings when prices move in certain ways. 

Secondly, it seemed sensible to link up with an account 
of price movements a description of some of the methods 
which were adopted as the crisis developed in order 
to counteract the great price-fall. The nature of those 
acti\dti<S provides one with a perfect example of many 
carts being manoeuvred in front of one |x>or old horse — 
the unsatisfied consumer. 

2, The Price System 

The price system of the economic world is at the centre 
of its being. It has been compared — but the comparison 
is incomplete — to the nervous system of the human body 
in so much as movements of prices indicate changes in 
economic conditions. 

Unfortunately an excursion into the question of prices, 
their changes, their relationships, soon leads one into 
complicated economic tlieory, just as an intention to study 
rainiali would involve meteorology as a whole. For 
instance, to illustrate by one observation the pitfalls in this 
subject of prices, it must be rcnieiiibcrcd that a price- 
structure, or collection of prices, is something which can 
only exist for an instant of time. It is, furthermore, a con- 
ception composed of an infinite number of variables. 
Moreover, changes take place in the value of money itself, 
the unstable medium in which prices are usually expressed. 
Since the present writer has neither the knowledge nor 
the ambition to add to the considerable literature on the 
subject of prices and money, we must confine ourselves here 
to the blunt announcement that economists and statisticians 
have devised pieces of apparatus called Price Indices. A 
Price Index makes it possible within certain known hrnits of 
accurac}" to compare the exchange value over periods of umc 
of single commodities or groups of commodities and services. 

Tile following Table shows the movement of the Statist 
Index number for all foodstuffs, all materials (such as 
inmerals, textiles, etc.), and aU commodities since 1913 : 
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Average Price — 1867-77 = 100 


Year 

FoodstuJ^s 

Materials 

Commodities 

1913 

77 

91 

85 

1914 

81 

SB 

85 

1915 

170 

108 

108 

1916 

130 

140 

136 

1917 

169 

179 

175 

1918 

174 

206 

192 

1919 

185 

222 

206 

1920 

234 

264 

251 

1921 

158 

153 

1.55 

1922 

130 

132 

131 

1923 

122 

134 

129 

1924 

130 

146 

139 

1925 

128 

143 

136 

1926 

119 

131 

126 

1927 

114 

129 

122 

1928 

1 14 

124 

120 

1929 

no 

119 

II5 

1930 

96 

97 

97 

1931 

83 

82 

83 

1932 72, 

} 105,* so,® 79 99,® 64/ 

81, • 81 

80 


This shows that after the phenomenal rise during the 
War years there was an equally sharp fall followed by a 
much smaller rise during die recover}^ years of 1924-27, 
and then a precipitate fill of 30 per cent, between 1929 and 
1932. It should be noted that this figure includes many 
commodities whose prices enjoyed a considerable degree 
of shelter in their home market. 

If the price movements of particular commodities are 
examined (and especially of commodities wliich bulk largely 
in international trade) some extraordinary^ results can be 
obtained. Whereas, during the period 19x9-32, wheat had 
reached its peak price, in December 1932 the price of 
wheat in die world market fell to the lowest figure recorded 
for over 400 years. In Canada it was cheaper than sawdust. 
Tin, sugar, eolfee, jute, silk, wool and rubber were amongst 

* Animjl food — meat, etc. 

* Minerals. 

* Sundry materials. 


^ Vegetable food— com, etc. 
* Sugar, coffee, tea. 

® Tcxtile*. 
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the important commodities whose downward price variation 
was in the region of loo per cent, during the years under 
review. 

Not only was the fall in prices during the years 1929-32 
phenomenal, but it was a fall which occurred very unevenly 
as between various commodities. 

Prices of raw materials — espedaUy agricultural products 
— fell more rapidly tlian prices of manufactured articles, 
and this fact introduced a special complication into the 
disturbed economic system of the world. 

The following Table (I) illustrates the greater extent of 
the fall which occurred in raw materials, as compared with 
that of finished goods. 


TABLE I ‘ 

Percentage Pall m Wholesale Price indices of Raw Materials 
and Manufactured Goods in C^ertain C ountries 


Januaiy 1929-January 1932 



Raw 

Manujactured 


Materials, 

Good';, 


/Vf Cent. 

Per Cent. 

C.'aiuda . 

38 

22 

Germany 


21 

Italy 

44 

30 

U.S.A. . 

39 

26 


In most agricultural countries the wholesale j>ricc-level 
was below pre-War level by June 1931; in the lughly 
industrialized countries it was about 10 per cent, above that 
figure. The reason for tliis discrepancy (which is a well- 
knowi feature of a severe price-fall during a depression) 
is due to several causes, of which two arc as follows. There 
is an inevitable time lag between the production of the raw 
material and its appearance as a finished article. When the 
depression begins and consumers* demand falls off, the 
manufacturer stops buying raw material (thus causing the 
price to fall) and lives on his reserve stocks. Secondly, the 

* See World Scononuc Survey, 1931, p. 119* 
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raw material producers — especially agriculturists — arc not 
well organized and do not find it easy to restrict production 
and forcibly hold up prices. 

3. Prices and the Producer 

Having made a brief survey of the statistical facts of the 
price-fall wc must now address ourselves to the following 
practical questions: (i) What was the effect of this fall in 
prices ? (2) What was its cause ? 

It may be as well to state at once that a third question, 
namely, “ Is a price-fall of the nature we have been dis- 
cussing, a cause of ccrtahi effects, or are certain effects the 
cause of the price-fall ? *’ is one which has exercised and 
still troubles the minds of the world’s economists, and, 
though wc shall touch very lightly upon it at the end of 
this chapter, we must firmly avoid the temptation to 
penetrate into a subject which is controversial, confusing 
and complicated to the highest degree. Wliich came first — 
the chicken or the egg? — is a simple conundrum in com- 
parison with some aspects of the price-fall controversy. 

It seems safest and most sensible to approach the subject 
from the point of view of the average producer who, 
during the period 19251-32, discovered by painful experience 
that the money-price of the article he was producing for 
sale was becoming progressively less. What happened? 

A one-word answer to this question is “ crisis.” In 
greater detail, the effects of the fall m prices were as 
follows : 

The burden of all debts contracted at times of liigher 
price levels became iiicreasmgly burdensome to debtors as 
prices fell. All debts must ultimately be discharged in 
goods, service's or gold. The amount of gold available 
being strictly limited and (in pre-War days when the gold 
standard operated satisfactorily) being used for the settle- 
ment of relatively small differences in the balance of 
international trade, the principal method of settling debts 
both of interest and capital is through payments in goods 
or services. Now it is clear that if a farmer contracts a 
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debt with his bank when wheat is a dollar a bushel,^ and if 
the annual interest payment and sinking fund on this debt 
is $100, this is only a more convenient method of saying 
that the farmer contracts to pay the bank loo bushels of 
wheat per annum. Now, suppose the price of wheat falls 
to 50 cents a bushel (os it did in 1932), it is clear that the 
farmer must now hand over 200 bushels to the bank to 
settle his debt But this is not the sum total of his difficulties. 
Let us assume that he normally produces 1000 bushels. 
With wheat on the dollar mark he is left with 900 bushels — 
$900 for his other expenses after he has paid the bank. 
But if wheat has fallen by 50 per cent, in price, his available 
surplus of 800 bushels will only give him an income of 
$400. But, it may be argued, other prices will have fallen 
as well as the price of wheat, and so the fanner’s $400 
may be expected to purchase more than it did in rimes of 
high prices. True, but not as much, for the prices of 
manufactured goods (see table on p. 374) have not fallen 
in proportion to the fall in wheat prices. The farmer sells 
cheap but buys dear. As he is now almost if not quite 
bankrupt he buys as little as he can of manufactured articles. 
Thus, as die incomes of agriculturists fall — due to the fall 
in their receipts — so does their demand f6r manufactured 
goods. There is a consequent fall in the price of factory 
goods and a decline and eventual disappearance of manu- 
facturers’ profits, leading to unemployment which in turn 
leads to a decrease in consumption of agricultural products 
(producing a further fall in their prices), also to an increase 
in the burden of the manufacturers’ capital (debt) charges. 

Let us return for a moment to die farmer. Faced with the 
fall in the price of wheat he (and millions of his fellow- 
farmers) strive desperately to grow more wheat and so 
V compensate hy increased volume for decreased value.® 

' ** Dollar \fchcat " lias usually been considered a satisfactory price by farmers 
in North America, During the War the U.S.A. Government guaranteed their 
farmers $a'ao a bushel. 

• He also demands a subsidy from his pohtidans, for he points out : 

(«) that he it an important member of the community, 
that he has political inliuence. 

(c) that the nation’s food supply in time of war depends on Ids activity, 
that he cannot hold up production, etc., etc. 
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The stocks of wheat rise and deluge the weak market and 
further depress the price. 

But, it may be argued, what about costs ? Falling prices 
need not cause the profitability of production to disappear if 
costs can be reduced as the price falls. But there are limits 
to the cutting of costs. One clement is wages. Here we 
border on politics.^ There is resistance to wage-cuts, and 
perhaps in any case the process of production is one in which 
wage-costs do not account for a large share of total costs. 
In any case, leaving aside all social and etliicai considerations, 
the wage-costs of the producer are the incomes of a number 
of consumers, and if their incomes (purchasing-power) are 
further reduced they will have to tighten tlieir belts and 
consume less and so further reduce prices. 

This over-simplified sketch of the consequences of a 
rapid price-fall could be expanded into a book, and for the 
individual we might substitute the group of individuals 
wliich form a nation, and consider the matter from the point 
of view of international balances of payments (export and 
imports, visible and invisible). We could compose our 
picture in terms of national credit. We could suppose 
ourselves a banker who has lent great sums of money on 
the scemrity of assets w^hich by all the canons of prudent 
banking seemed sound and easily realizable for ample 
values when prices are stable. Now comes the price-fall. 
The banker’s cUents being hard pressed by the chain of 
events demand repayment of their funds. The banker 
tries to realize his assets. The price-fall has “ frozen ” them 
solid. Desperately he throws them on the market. Some 
are foreign bonds of the utmost respectability in normal 
rimes (let us call them “ Wonderland ” bonds), but 
now their price is very low, and as they flood the 
marker there arc no buyers but only sellers and the price 
falls again. The price is low because that very respect- 
able state of “Wonderland” has a tremendous budget 
deficit. Why? Because the fall in prices has: (i) greatlv 
reduced its receipts from the export of coffee, rubber, wool, 

^ Thu gfowdj in tiie strengtli of organised labour and the consequent ** rigidity ” 
of wages is an important characteristic of our own times. 
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tin and cotton, or whatever it may be; (2) reduced the 
proifitability of its great coal-mining industry to next to 
nothing, so income-tax returns and government royalties 
arc badly down ; (3) heavily hit its shipping services suice 
freights are low and anyhow the usually heavy exports of 
coal have stopped, due to the impossibility of selling them 
at a profit, etc., etc., etc. ; (4) unemployment is rising and 
so are the costs of social services. Because of these circum- 
stances the budget has gone to the devil, there is political 
trouble brewing, and it is very doubtful whether the service 
on tlic foreign loan can be met even if the government 
(hitherto so punctilious in such matters) was not contem- 
plating a default as the lesser of two evils, the other 
being an increase in taxation wliich would probably lead 
to a Communist uprising. 

For these reasons the government bonds of Wonderland 
are as stinking fish in the banker’s portfolio. 

To sum up : In general terms, a rapid fall in the general 
price level (or a rise for that matter— but we are here 
considering the great fall which took place, particularly 
between 1929 and 1932, which succeeded a slower fall 
between 1920 and 1929) dislocates every articulated joint 
in the world economic system.^ Prices arc the balaiicing 
mechanism of economic transactions, and the economic 
system camiot rapidly adjust itself to violent changes m its 
balances any more than the trim of a sliip can be immediately 
adjusted to sudden movements of cargo and ballast. A 
catalogue of the consequences of the price-fall between 
1929 and 1932 should include the following intercormecred 
items, each of wliich has an immense number of secondary 
consequences : 

1. Increase in the burden of debt — leading to defaults. 

2. Reduction of profitability of enterprise, 

3. Decrease of the value and volume of trade. 

4. Increase of economic nationahsm. 

^ Readers with electrical knowledge should imagine a carefully balanced 
electriail circuit. The effects ot sudden price mi»veinent corn*$pond to the 
electrical cfi'ects of suddenly introducing a great number of varying rcsisunces 
into the circuit. 
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5. Restriction schemes and attempts to protect home 

prices. 

6. Cessation of investment. 

7. Political troubles.^ 

8. Exposure of illegal practices (Hatry, Kylsant, Kreuger 

cases, etc.). 2 

9. Unstable Inteniational Exchanges. 

10. Increased unemployment. 


4. Cat4se or Fffect? 

What were the causes of this great price-fall in so far 
as the fall can be directly described as an “ effect ” of 
causes? The World Economic Survey, 1931-32, published by 
the best-hiformcd and most objectively minded economic 
intelligence service in the world — that of the League of 
Nations — says upon this subject : 

** It (the collapse of prices after 1929) is so far-reaching 
and complete that it is unlikely to have been produced 
by any single cause. The variety' and contradictory 
nature of the explanations offered, even in expert circles, 
leads in itself to a suspicion tliat the causes are complex 
and not fully understood. It is not only the monetary 
mechanism but the whole economic organization of the 
world that lias been affected, and it is unlikely that any 
single weakness would have caused such a general 
collapse.*’ ® 

Another cautious view was that expressed by the 
Macmillan Report in 1931, which said: “The recent 
world-wide fall of prices is best described as a monetary 
phenomenon which has occurred as the result of the 
monetary system failing to solve successfully a problem of 

^ E.g. The revolunons in ihe Soutli and Central American Slates in 1930. 
(See Surv^ of Int. Affairs for 1930, Part V, Sec. I.) 

2 In high fiiiAnce the di\idmg line between extreme optimism and fraud is 
indistinguishable. 

* World Economic Survey, 1931-32, p. 11^. 
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uaprccedentcd difficulty and complexity set it by a conjunc- 
tion of highly intractable non-monctary phenomena/* ^ 

One soiool of economic thought has argued that the 
main cause of the fall of the price level has been the mal- 
distribution of the world’s monetary stock of gold. Another 
view held that the word “ mal-distribution ” was ill-chosen. 
The abnormal distribution of the world stocks of gold was 
only an effect of economic stresses and strains which produced 
the fall in prices. Gold, argued the members of tliis 
school of thought, had moved in large voluriic at various 
times to various centres because it had been necessary to 
settle the balances of payments between countries with 
gold to a far greater extent than had been the case in the 
past. This use of gold instead of goods as a debt-settling 
medium had become necessary because many of these loans 
had been made for non-productive purposes and were 
therefore not self-liquidating ; because tariffs and other 
weapons of the economic war hindered the movements of 
goods ; because of reparations and War debts wliich were 
one-way payments; because of the existence of a great 
volume of short-term money which moved, often in the 
shape of gold, to whichever centre seemed safest at the 
moment.* 

Whatever may be the exact influence which should be 
attributed to these and similar causes for die shortage of 
gold in some centres and the plethora of the metal in odien 
(especially New York and Paris), the unbalanced state of 
distribution of the gold of the world meant that in die 
gold-starved centres there was (so long as they were on the 
gold standard) enforced deflation and a fall in prices which 
in its tuni forced down world prices. 

It is also important to remember that, particularly in 
France and to some extent in die U.S.A., for reasons 
connected with the domestic currency laws regulating these 
gold reserves, the influx of gold was not allowed to increase 
me note circulation and so raise prices in those countries. 

^ Compare thi$ cryptic statement the definition of the British Common- 
wealth of Nations ! See p. ado. 

» See p. 364. 
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It was therefore said that many millions of pounds worth 
of gold were sterilized ** or “ immobilized ” in the vaults 
of the Bank of France and Federal Reserve Board because 
this gold was not supporting a structure of credit, and that 
for all the good it was doing in the world’s monetary system 
it might as well never have been dug out of its mines. 

Whatever may have been the cause of the catastrophic 
fall in so short a time in the level of world prices, it is certain 
that it was a phenomenon which profoundly disorganized 
the whole economic system. One consequence of the crisis 
was a reduction in the purchasing-power of the individual 
and — even allowing for the fall in prices — a reduction in 
consumption. Stocks, especially stocks of foodstuffs and 
raw materials, such as rubber, tea, tin and coffee, increased 
enormously, and as die crisis deepened, bewildered humanity 
found itself starving in the midst of plenty. It was also that 
aspect of the world crisis which was most evident to all men, 
and it is natural that many minds concentrated upon devising 
measures which would first arrest die fall and then bring 
about a rise in prices. 


5. Remedial Meastues 

Many and various have been the devices and dodges 
proposed and attempted by governments and groups of 
private persons during die post- War period in order to 
bring about a rise 11 j prices. These palliatives have been 
based on an argument which, crudely put, runs somewhat 
as follows: Prices have fallen precipitously; pardcular 
prices are out of their accustomed relation with other 
prices. If we can do anything wliich will raise prices and 
readjust relarioiiships between groups of prices we shall have 
done good. 

This sounds suspiciously like attcnipang to deal widi a 
sick man whose symptom is a temperature of 104® F. by 
putring liim into a refrigerating chamber. One disadvantage 
of diis process would be that by arresting decay one might 
not be able to teU when he was dead ! However, though 
icc-hags have their value in the sick-room, a great deal of 
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inevitable and desirable decay has bc«n arrested in the 
world's body economic since 1919. The various methods 
which were employed in the attempts to hold up and 
restore prices can be roughly classified under four heads : 

(a) Restriction schemes* 

(b) Monetary methods, 

(c) Subsidies. 

(d) Public works. 

Of the last two methods it might be said in the words of 
the Oxford man who was asked to compare and contrast 
New Guinea and British Guiana : “ These arc manifestly 
different aspects of the same idea/' 

Rjdstriction Schemes 

Restricti<m schemes for certam raw materials existed before 
the War,^ but after 1918 they began to multiply and a 
number of tliem were in being before the arrival of the 
crisis. Their rapid growth after the War was in large part 
due to the extraordinary speed of the technical progress in 
production which in Chapter XIV we called the second 
Industrial Revolution. The post-War changes in technique, 
exemplified by the mechanization of agnculturc, rapidly 
reduced costs and stimulated producuon at a speed whicn 
disturbed the balance between production and effective 
demand. This point is one which cannot be elaborated 
here. It must suffice to say that though such progress 
benefits humanity in the long-run, if the speed at which 
old plant becomes obsolete is very rapid the dislocation of 
the social-economic system due to bankruptcies, etc., is 
correspondingly severe, and so there is some measure of 
justification for attempts made by restriction schemes to 
ease the fierceness " with which natural competidvc forces 
reshape the economic structure. 

Before 1929, tin, rubber, sugar, coffee, petroleum, copper, 

* The existence of cartels, price-fixing schemes, pcK^ls, trusts, etc, etc., have 
heen a part of the economic system of man from rim earhest umes. In moriern 
times a great campaign was wageri in the United States just before the War to 
** bt*lt the trusts/’ 
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ioidf «pditer, uitrate and wheat were amongst the coni^ 
m<>dities which, taking into account the three factors of 
productiotn consumption and price, were in an unstable 
condition, and in many cases attempts were made to control 
the situation by restriction schemes. When in 1928-29 
there was simerimposed upon the existing troubles of the 
producers of raw materials the strain of the abnormal fall 
in the price level, it was not to be wondered at that, as men 
wriggled convulsively in their attempts to escape from the 
price-squeezing jaws of the crisis, there was a widespread 
resort to hmitation of output as a method of counteracting 
th^ricc fall. 

The apostles of the “ economics of glut *’ emphasized that 
** over-production was to be seen on all sides. In fact 
the relation hetween this so-called over-production of food- 
stuffs and raw materials and the fall in the price of these 
commodities is a myth. In the words of a document^ * 
prepared for the British Commonwealtli Delegations to' 
the World Economic Conference : 

“ An examination of the price movement of repre- 
sentative commodities shows that the extent of the price 
fall has, on the whole, borne little relation to the increase 
in production.” 

Wheat IS one of the commodities in wliich there is 
commonly said to have been great over-production, and 
the most desperate and more or less ineffective efforts 
were made to control the production and the export surplus 
in order to check the price fall. Yet it can be shown beyond 
dispute ^ that wheat crops since the War have never reached 
the level they would have readied if the pre-War rate of 
expansion had continued. In the critical crop year of 
1929-30, when the catastrophic fall in wheat prices began, 
the w^orId*s crop was actually about 12-8 per cent, smaller 
than tliat of 1928-29. 

The follovring table illustrates the lack of relatiori between 
production and price fall in some typical commodities : 

* Rsguktion of Supph', prepansd by the Statistics and Intelligence Branch, 
Empire Marketing Board. * ^ Agriculture, p 16. 
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However, the lure of making dungs dear by making them 
scarce was very strong, and the following commodities have 
expenaiccd the extremely questionable benefits of schemes 
for the rcgulauon of supply durmg the period under 
review . wheat, sugar, an, tea, rubber, mtrates, Greek 
currants, alumimuni, copper, zinc, lead, potash, cotton, 
coffee,^ pigs Most of me schemes depended upon some 
degree of intemaaonal co-op^raaon ^ 

Of all these schemes (on is an exception) it is broadly true 
to say that they failed, and the cause of the failure is not 
far to seek. They depended for thor success upon an 
mtcrnaaonal cooperaaon. It was the lark of sucli cch 
operaaon which had created the world conditions which 
caused the pnee fall these schemes were designed to 
correct. 

As a rule, international schemes for restnction and 
regulation of supplies aimed at controlling at least two of 
the following factors : Production, Exports, Stocks. Most 
schemes de^ng with commodities which bulk largely 
to world trade, €,g. wheat, pivot about the control of 
exports from the produemg counmes. Quotas arc allotted 
to each country, and each paracipant m the scheme is 
then left to maks its own arrangements for not exceeding 
Its allowance. In some cases it may export an addmond 

^ It WM tfiRounced m Mjirdi 15^14 ch4t 3^5,619,373 bags of ooHbe (about two 
yaars' requirements) had been destroyed stnee 1911 

» It IS sigwhcani that wool which has been left to meet the opeo market 
was in 1934 the Hrst commodity to eipeneoce a sharp nse m price. 
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amount on payment of a levy to a central fond. Hjc 
following passage is a summary of a section in the document 
already retecd to, which deals with the conditions essential 
to the successful regulation of supply. 

(1) The scope of a scheme must be sufficiently wide to 
include the greater part of the supplies entering the 
world market. 

(2) The objects of the scheme must be clearly defmed 
so as to command the confidence of traders and 
consumers, and the temptation to exploit mono- 
polistic power must be resisted. 

(3) The rules of the scheme must be definite, yet suffi- 
ciently flexible to allow for adjustment as tlic scheme 
begins to work, since it is usually impossible to 
forecast its result.^ This really means dictatorial 
power at the centre. 

(4) All accurate appreciation of the statistical situation of 
the commodity is essential. Ac present world and 
even national statistics arc hopelessly inadequate as a 
basis for plaimed supply. 

(5) “ Surplus capacity ** (so-called) requires special treat- 
ment. For msiance, Canada has for many years 
built up an economy on tlic assumption that she will 
be able to marker a great wheat surplus. She has 
built railways, elevators, store-houses, etc., etc., on 
this assumption. What is to happen to ail this fixed 
capital if in the world of the immediate future 
Canadian exports of wheat are to be limited ? One 
cannot turn a wheat-field into a grape-fruit grove. 

(6) Experience shows that regulation in the field of 
primary products requires some degree of govern- 
ment backing in order to cope with the minonty 
who by standing out of any scheme can wreck its 
success.* 

^ £,g. the unexpected results oi milk and pig toutrol in Great Bnuin In 1933. 

* Interesting informetian conasrning restnction schemes will be found in 
The SjmkJ Mtfmrmdmt J^ondon and Cambridge Economic Service. 
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Monetary Methods 

The advocates of monetary methods as a means of 
raising prices based their views on the theory that by 
increasing the quantity of nioney and the velocity of its 
circulation it should be possible to raise the general price 
level From this starting line a vast numfer of hares 
have set forth, many of which, in die manner of hares, 
have run in circles. On the extreme right could be found 
the British Government, which, as we shall describe in 
Chapter XXI, wliilst rigidly opposed to any inflation — 
or increase of quantity — pursued a p(dicy of lowering 
the rate of interest, and so making credit cheap. It is 
arguable that this policy could be brought into the category 
of methods aiming at increasing the rate of circulation of 
existing money. The most famous go\renimcntal policies 
which aimed at increasing the quantity of money were to be 
the inflationary measures put about in the U.S.A. Many of 
these were chaperoned by public works schemes, but, as we 
shall see when we consider in Chapter XXX the Roosevelt 
policies, the President and his advisers also tested a theory 
that devaluation of the dollar in terms of gold and its con- 
sequent depreciation on the foreign exchanges would raise 
prices in the U.S.A. 

Here is the place to mention that, as will be described when 
we come to the record of events, one cftcct of the crisis 
was to drive every important State either ofl' die gold 
standard or into what has been called a gilt standard — Le. 
a fictitious aflair in wliich the gold value of the currency 
is retamed by rigid control of the export of exchange. 
The devaluation of many currencies which took place 
during the crisis was in a sense a monetary method of 
dealing with the fall m the price level. 

All these mediods, and sundry variants diercof, aimed at 
making use of the existing monetary sptems, and might 
be desaibed as suggestions for artificially stimulating the 
Workings of the monetary machine in one or more particular 
directions. Broadly speaking, the most radical advocate of 
this form of monetary remedy went no further than to 



Cart before Horse 

that the existing system was finding it difficult to 
adjust itself to abnormal conditions and could be lubricated 
to ensure smoother working. Another school of thought, 
belonging to the orthodox camp, said that certain things 
needed doing — such as the scaling down of debt burdens — 
and that these things were best done under die cloak of 
monetary action {e,g. abandonment of the gold standard). 
But separated by a great gulf from die orthodox or quasi- 
orthodox remedial proposals on the side of money stood the 
monetary heretics. Of tliis group Major Douglas, with his 
social-credit scheme, was the best known. Here it is 
only necessary to remark that in general the advocates of 
increasing the number of “ tokens ” (money) in consumers’ 
pockets as a means of removing the paradox of “ starvadon 
in the midst of plenty ” were usually in the embarrassing 
position of being confirmed believers in die capitahst system 
and the sanctity of private property, who were in fact 
partly advocating advanced socialisdc measures.^ They 
were — for their own peace of mind — usually ignorant of 
their position because they did not understand the true 
significance of money. This band of monetary reformers 
failed to understand that the reason poor people did not 
consume was that diey were devoid of the legal title (pur- 
chasing power) to the wealth which was cluttering up world 
markets and they could only obtain that purchasing power 
by oiffering their labour to the capitalist. The latter refused 
this offer — hence unemployment — because to employ more 
labour would necessarily increase real wealth, of which 
there seemed to the producer to be a surplus quantity in 
existence. This was true if surplus be measured in relation 
to ‘‘ effective demand,” but quite untrue if measured in 
relation to “ consuming capacity.” There w^as, of course, 
only one logical way out, and that was for the existing 
purchasing- power to be redistributed amongst under- 
consumers, by such measures as increases in wages and 
social services. Since such proposals involved an immediate 
(not necessarily permanent loss of profitability to entre- 

^ With the proviso that a Socialist objects to direct inflation because it re- 
distributes jjroperty anti-socially. 
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p^mcm md an increase in taxation* t&e capitalitt ttsnalk 
viewed them with hostility and declared they would chede 
his enterprise. 


Subsidies 

The exceptional confusion and chaos into which the 
economic arrangements of men drifted from 1929 onwards 
is illustrated by the fact that whilst in one direction govern- 
ments were often to he found trying to do someming in 
Ae monetary sphere in order to restore economic activity 
and so raise prices, they would also be found simultaneously 
to be very active in aiding and abetting restriction of 
production, and— (this is not the fiction of a disordered 
mind, but a fact) — again at the same time busy taxing one 
branch of production in order to stimulate production in 
another branch. 

“ Ah 1 ’* exclaims Ac reader, who has an uneasy feeling 
that such lunacy on Ac part of his representatives might 
reflea upon his own electoral sanity, “ but no doubt there 
was over-production of the restricted conunoAty and 
under-production of the subsiAzed comnioAty.” On 
Ae contrary, it was not in Ae least difficult to find cases in 
which subsiAes for Ae increase of production strove 
manfully against schemes for Ae decrease of production. 
For instance, notwithstanding Ac wheat restriction scheme, 
which Will be desenbed in Chapter XXXII, there was not a 
single wheat-importing country of importance which was 
not also actively subsidizing Ae production of wheat until 
in some parts of Europe Ac consumer was paying as much 
as four times Ae world market price for mis commoAty. 
The following incident is typical of the topsy-turvy state 
into which international commerce drifted during the crisis. 
A case was reported of a Trieste merchant offering Italian 
wheat flour to an Austrian importer. The wheat was to be 
dAvered at the Austrian frontier free, gratis and for nothing, 
pitivided the Austrian paid Ac customs dues, and in adAdon 
A# Italian promised to give Ac Austrian 15 lire for each 
quintal of free flour which he accepted. The object of this 
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strange transacdon from die Italian's point of view was to 
prcj^are documents showing that he had exported flour. 
This would then enable hun to claim the ItaKan export 
premium, which is so great that it would still leave the 
exporter a pofit after he had bought his wheat, paid aU 
the costs of turning it into flour and its carriage to the 
frontier, and the bribe to the Austrian. The incident 
becomes the more extraordinary in view of the fact that 
Italy is an importer of Hungarian flour. 

A form of subsidy wliich seemed particularly objection- 
able to the British was that of shipping, but foreign com- 
petition was so keen, and evil communications were so to 
corrupt good commerce, that British shipowners by the 
spring of 1934 were anxiously moored in long lines outside 
the offices of the Board of Trade waiting for a subsidy to 
blow their ships out of port and on to the trade routes 
of the world. 


Public Works 

Another remedy for the price fall which was much 
discussed during the crisis, and attempted in aU countries in 
varying degrees, was that of “ Public Works.” It was 
argued that in time of depression, when the confidence of 
the investor has disappeared, the economic machine can be 
pushed over its dead centre if the state will undertake large- 
scale capital expenditure on such matters as housing, roads, 
telephone development, water-works, land reclamation, and 
the like. The pros and cons of public works as a remedy for 
depression are widely debated amongst economists, and the 
argument is hopelessly confused by the inevitable intro- 
duction into the debate of the wider and highly controversial 
issue of the degree to which the state may properly intervene 
in economic life. 

There seem to be sound reasons for supposing that in 
a national economy controlled by inhumanly fitr-seeing 
statesmen, public works would, as a rule, be reserved for 
times of depression, but that in Great Britain our peculiar 
difficulties due to the anaemic condition of intcmarional 
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govcmmcrits ever siaice the War to draw hcaraf 
m. dhe pigcon^ioles in WbtehaD where are filed the scheinei 
for jproduedve public works. This meant that in Great 
Britaiflh-with the probable exception of bonsing— mudh 
had been done before 1929-30* and done dunng penods of 
high money rates which, as we shall see m a later chapter, 
it would have been both cheaper and more pohncally 
convcniait to do between 1930-33. 

The Russian economy — as we have noted m Chapter VI 
— was cssenmlly notlmg but a huge public work, and in 
Germany pnor to 1931 there had been considerable ex-* 
pcnditurc m this direction, expenditure financed with 
money borrowed from abroad. But m general at the 
beginning of the crisis there was a contraction in the 
expenditure on pubhc works. Tins happened when — ^with 
certain exceptions — countnes were stilf endeavouring to 
grapple with the cnsis by orthodox methods of economizing 
m order to balance their budgets and preserve the external 
value of their currenaes. In some cases the contraction of 
pubhc works was due to the cutnng off of foreign loans 
when the cmis caused international lending to cease. For 
example, m Australia, Commonwealth loan expenditures 
for works fell from £8^7 million in 1927-28 to £2 million 
m 1930-31. The corresponding figures for the States 
were £35’6 milhon and £127 nlilhon. In Italy expenditure 
on public works was 2048 nuUion lire m 1928-29, and 
1726 milhon m 193 1-32. On the other hand, as the intensity 
of the crisis increased, and with it unemployment grew to 
unprecedented figures, many countnes, notably Germany, 
Sweden and the U.S.A., turned to large-scale ex- 
penditure on public works as a remedy for their distress. 
The question of public works was debated at the World 
Economic Conference of 1933, but we are now runmng 
too far ahead of our story in point of a me, and wc must 
reserve a further account of these expenments to a later 
stage m the book. 
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It ltdaas ptobable that Ac fell in Ae pncc level wa^Si 
pnmarily m effect of Ac dBcquAbrmm of Ac world' 
economic system which had its roots m man*s mabihty to 
co-operate politically. Durmg the post-War period not 
only were important technical changes (accelerated by the 
War) taking place in industry, but the latter was also shift- 
mg Its geographical location {eg mdustnahzation of Ac 
Far Bast). Changes were taking place in social habits such 
as a rise in Ac standard of hving, an increase m state- 
controlled social services and a growing inflexibility of 
wage rates. The War itself had added war debts and 
reparations to the long list of Ac causes of economic 
maladjustment There were large, and perhaps unduly 
large, gaps between wholesale and retail pnees, between 

E nces of raw matenals and manufactured goods , and 
etween Ac price structures of various countnes The 
general return to the gold standard, which took place 
between 1924 and 1928, should have brought about a 
general levelling up of national price levels, but m fact such 
an event could onl) rake place at the cost of readjustments 
of debt structures and national price systems which were m 
many cases politically impossible , hence the collapse of the 
post-War gold standard 

Moreover, it should be rcmcmbeicd that Acre had 
ahead) been a severe piue fall between 1920 and 1922, 
after the war-time use in puces of about 140 per cent 
In 1922 prices were about 40 per cent above the pre-War 
level Within ten years the international economic s)stem 
w^as subjected to the second great puce fall which we have 
been discussing m this chapter, and this time Ae average 
level of prices in 1933 was earned to somethmg m the 
region of 15 per cent to 20 per tent, below pre-War level. 
Once a price fall has staited Ais effect becomes itself one 
of Ac causes of further lustabAty. Local measures to check 
Ae fall and induce a nsc seem jusnfiable as paAauvcs, as 
salvage work, provided always that such measures arc 
recogmzed as being m no w^ay substitutes for the raAcal 
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rem<^6s— many of which sure {whtia^-which alone cowld 
Create that feeling of confidence in the &mrc and hence an 
increase in consumption, the lack of which was porhaps Ae 
most important single cause of Ae predpitate breaking up 
of Ac world’s commeraal and financial arrangements* 





CHAPTER XIX 


IHB HNANOAL CRISIS, 1929-31 

** When diy neighbour's home doih burn, be careful of thine own.” 

Old Proverb. 

” When we have gold we are in fear, when we have none we are in 
danger.” An iralian Proverb. 

” Riches are like muck which srink in a heap, bm, spread abroad, 
make the earth fruitful.” Francis Bacon. 


I 

I T had been agreed in 1922 at the Brussels Conference 
that it was useless to expect a trade revival until financial 
stability had been restored, and that therefore stabilization 
of the exchanges must be die first task. As wc have seen, 
this had been accomplished by 1928, but finance is the hand- 
maiden of production, wtiilst production is purposeless unless 
it is followed by distribution, which in its turn is merely an 
essential step towards the final purpose of economic activity 
which is CONSUMPTION. Finance does not clothe naked 
men nor fill hungry bellies. The financial system with its 
price mechanism is the carburettor and petrol supply system 
of the economic motor-car in wliich “ production is 
represented by the cylinders and pistons. 

In this chapter wc shall survey the rapid collapse of the 
hardly-achieved financial recovery of 1922-28 ; a dramatic 
sequence of events wliich still furtlier dislocated the world’s 
commercial system, whose failure to function sufficiently 
freely was the first cause of the financial debacle. 

Tlic speed and extent of the collapse of the financial 
system is shown by the following facts : 

(i) In 1924 the U.S.A., with no million inhabitants, 
was the only important state in the world whose 
currency was on a gold standard basis* 
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(2) By 1929, 25 out of the 33 most important com- 
mercial states, with a total of 808 million inhabitants, 
were using currencies connected either directly or 
indirectly (gold exchange standard) with gold and 
therefore with each other. 

(3) By 1932 four states (France, Holland, Switzerland and 
Belgium), with a population of approximately 62 
millions, were the only states on an effective gold 
standard. 

From confusion to order and back again to confusion 
was tlie financial story of eight hectic years. 

2 

It is a striking commentary upon the economic inter- 
dependence of a post-War world partially reconstituted 
upon the lines of the pre-War model that gale warnings 
indicating the imminence of a financial d<^baclc were signalled 
from points so far distant from each other as New York 
and Sydney. In the U.S.A. the central banking system 
(Federal Reserve Bank) was in 1927 under dfjc control of 
Governor Benjamin Strong, a man who believed in the 
essential economic unity of the world and the necessity for 
intmiational economic ctvoperarion. Under his influence 
die American bank rate was kept very' low in order both 
to repel gold from her already swollen reserves and to 
encourage foreign borrowing in New York. Now, though 
a ceiitri bank can undoubtedly make credit cheap, its 
authorities cannot do more than exercise an influence on 
national commeroa! policy, and if credit is cheap and 
foreign loans are floated there will be trouble if the 
national tariff policy is such that the debtors cannot repay 
the loans in terms of goods or services. Moreover, 
the extent to which a central bank, having made credit 
cheap, can control its use either ni volume, velocity or 
direction is a very controvenial question. There is, how- 
ever, less controveny concerning die statement diat in 
order to control the use of credit, a central banking system 
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i:c<juira to be furnished with powers — and traditions— 
which were not at the disposal of the American authorities, 
whikt there is no controversy at all about the historical 
fact that about 1928 a stock market boom started on the 
New York Exchange; a boom which passed beyond the 
control of the authorities and whose speculation waxed 
grossly fat upon the mass of credit available. The boom was 
further stimulated by the action of Mr. Mellon, the American 
Secretary of the Treasury, who, about this time, remitted 
taxation on a very large scale. The eyes of the American 
people were now turned towards their own country which 
superficially seemed to be enjoying amazing prosperity, and 
earnest seekers after the magic formula journeyed from 
Europe across the Atlantic and then returned to write books 
explaining the secret of America’s prosperity. In the 
fifteenth century Europe |)ad discovered America and thus 
inaugurated the economic development of tlut great 
area; in the 1920’s America had apparently discovered 
the secret of perpetual prosperity at an ever-rising standard 
of living, and only a few^ despised and unheeded croakers 
in cynical and sophisticated Europe suggested that all tliis 
was too good to be true and perhaps too true to be good. 
Wc have already seen in Chapter XVII that the U.S.A. was 
one of the cliief sources of the supply of credit during the 
period after 1926 when the post-War economic recovery 
spread to Europe. Her loans to Germany, for example, 
were at the basis of such ability as Germany had shown to 
make payments of re]>arations since the Dawes and Young 
schemes had been in force. 

Now, with President “ Prosperity ” Hoover firmly in 
the saddle, the stock markets rising steadily, the Americans 
ceased foreign lending and turned to domestic investment. 

In 1928 the value of the new capital issues in the U.S.A. 
was $6789 millions; in 1929 it was $9420 millions. In 

1928 the U.S.A. exported $1126 niilhons of capital; in 

1929 that figure fell to I225 millions, and by 1931 it was 
zero. The violent cutting off of supplies of capital from 
the U.S.A. threw an immediate strain upon France and 
Great Britain, the other two potential creditor countries. 
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Pmce WAS, however, mgaged Af dm period in hrir^g 
home the balances which had fled abroad wh^ the Sane 
was deprcciatmg, and in 1928 she only exported $237 
million (the figure for 1927 had been $504 million), whilst 
in 1929 she imfprteJ $20 iTullion, and in 1930 she imported 
$258 million.^ 

Great Britain, true to her principles and die pre-War 
responsibilities she had been anxious to resume, endeavoured 
to come to die rescue of the international capital market. 
In 1928 and 1929 she lent abroad $570 and $574 million 
respectively,* but it was now, as we shall have to record 
elsewhere, becoming apparent that Britain’s strength was 
insuiBcient for a tasJc wliich was indeed almost impossible 
of fulfilment m a world which had refused to accept the 
British policy of freer trade. 

To return to the New York market stock boom. It had 
another very evil effect. The fantastic speculation which 
was lifting security prices to absurd hcij2;hts in New York 
attraaed funds to mat quarter from all over the world. 
Interest at the rate of 20 per cait, was at one time, m 1929, 
procurable for the use of short-term money for speculanve 
purposes in New York. In an effort to check tms flow of 
capital across the Adantic, European bank: rates rose ® and 
dius further increased the stringency of credit in Europe. 

Some impression can be gained of the recklessness of the 
New York stock market gamble if the followmg facts be 
considered. 

Ac the end of September 1929, the outstanding loans of 
brokers had increased from $3,300,000,000 in 1927 to 
$8,500,000,000, In 1927 both “ call ” and “ time ” loans 
could be borrowed at 4 per cent. ; in 1929 the respective 
rates were 15 per cent, to 20 per cent, for call loam and 
9j per cent, for time loans. The speciJators endeavoured 
to secure credit from the banking system, and when the 
latter cut off supplies the market operators on Wall Street 

* Se<!: Table on p. 3<Sf. 

* Inures are quoted in gold dollars for purposes of companho®. 

* Too late. The Federal Hmrve Bank was now raiSiing its bank rate to try tt> 

conlrpl speculation, but it had loitt control of die market, nor was Its constitution 
cttpim of giving it the power example, by dbe Bank of England. 
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turned 10 tfc large business companies and borrowed money 
from them. TI^ business concerm refreshed their resources 
from the banks. 

The prices of stocks rose prodigiously. The average 

E ricc of stocks had already risen b)t about 8o per cent, 
etween the spring of 1925 and the end of 1927 ; it increased 
by 25 per cent, during 1928 and by another 35 per cent, 
during the first nine months of 1929. 

One popular share rose in value from $40 to $450; a 
rise unaccompanied by the payment of a single dividend. 
New issues of all kinds flowed the insatiable market on 
which professional operators were now reinforced by 
miUions of avaricious amateur gamblers. 

When the storm broke it was a tornado. There were 
some preliminary symptoms, but it was on October 24th 
that the rush to unload assumed gigantic proportions, when, 
to the accompaniment of a violent br^ in prices, over 
12 J million shares changed hands. The market was now 
quite out of control, and on Tuesday, October 29th, a date 
likely to be long memorable to many Americans, prices 
collapsed to the accompaniment of the sale of 16 J million 
shares. It was twice as great as the largest day’s trading ever 
recorded in the annals of Wall Street. The average decline 
of stock exchange values had been 40 per cent, in one month. 

The coUapsc of the New York stock market sent a wave 
of apprehension round the world, a wave which both 
swamped such enterprise as still existed and exposed the- 
weakness of the economic foundations upon which much 
of the post-War prosperity had been built up* It also 
converted into a rout the slow fall in agricultural prices 
which had already become apparent in the U.S.A. This 
mention of agricultural prices leads us back to the second 
warning signsd which was mentioned at the beginning of 
this chapter, and that was the position in Australia. 

In 1930 the external value of the Australian had 
begun to fall. The situation of tliis British Dominion 
in 1930 was in a general way representative of that of all 
the overseas raw material producing countries, wlio had 
been long dependent for mcir dcvclopmaic upon loans 
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from Btiropc or America, and upon their receipts from die 
sale to the industrial world of their products, such as wool, 
wl^t, meat, hides, coffee, etc. By 1930 botli these sources 
of revenue were severely curtailed; the first through the 
cessation of intematianal lending, the second through the 
fall in the price level, and it was in vain that efforts were 
made by restriction schemes to control the overloaded 
markets of primary products.* The fall in rcveimc had 
taken place, but the burden of past debt remained and could 
only DC met by exporting more produce, severely restricting 
imports (to the detriment of European ana American 
industry) and painful national economies. The following 
table (I) illustrates this point. It is adapted from Tabic 
XII, p. 36, The Course and Phases of the World Economic 
Depression.^ 

TABLE I 

Net Interest owed Abroad per Head of Population in Certain 
Agricultural Countries in in 1928 


New Zealand . 

• if5-7 

Australia .... 

5*6 

Canada .... 

. 4.5 

Argentine 

- G7 

Union of South Africa 

2.0 


NoU’ — Comparable figures foi Great Britain and the U.S.A. were pJus £6 
and plus £i.li respectively, the plus sign indicating that tins amount |>et Iiead 
was owed to Britisn and American dtirens. 

In die particular case of Australia, her people had 
endeavoured by tariffs and “ advanced ’* social icgislation 
to insulate tliemselves from the world in whose markets 
they had to sell their produce and thus enjoy a higher 
standard of living than w'as economically possible. There 
ensued a political struggle between Mr. tang, the advocate 
of repudiation, and leaders of the more conservative parties ; 
tiie latter won the day and Australia ultimately adjusted her 
economy to the low-tide levels of die slump. 

By 193 X the agricultural producers of the overseas 
countries were feeling the full force of the depression, and 

* Sec p. sSat * Xxague Publicatiou, A aa, 193*, u A. 
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some of these countries were reacting to it economically 
and politically by defaults on government bonds and 
revolutionary changes of government, but the storm-<entre 
of the slump had not yet reached Europe. The world 
financial system, wobbly on its fringes overseas, was still 
in being in New York, London, Paris and Berlin, though 
the situation was critical in Germany and Central Europe. 

For six years (from 19^4 to 1929) Germany had been 
borrowing on a large scalc,^ and tliis had permitted her to 
make reparation payments and import more than she 
exported. That portion of tliesc loans which had not been 
used for reparation payments was employed partly in public 
works and partly in capital re-equipment. As we have 
already remarked, it is an accusation usually levelled at the 
German Republic that too great a proportion of this 
borrowed money was spent on social amenities of a non- 
productive nature — in the strict economic sense. There is 
some truth in this, but on the other side it must be remem- 
bered that if Germany had used all tius money to re-equip 
herself for production, where and how was she to dispose 
of the resultant export surplus in a world which had turned 
its back on free trade ? 

When the international capital market collapsed in 1929 
and the flow of money to Germany ceased, the Republic 
was faced with the same problem which had faced Australia 
and the other overseas countries. She had both to pay her 
way and continue to meet her old debts,® including repara- 
tions, out of the proceeds of her exports. During 1930, by 
drastic economies, the cutting down of imports and wages, 
Germany managed nearly to pay her way.® The Chancellor, 
Dr. Bruening, inflicted the most tremendous deflationary 
pressure upon Germany^s economy, and it became a matter 
of anxious speculation abroad how long the political 
structure of the young and precariously established republic 

^ See Tables in Chapter XVll, pp. 366-7 

‘‘‘ Many of these were on short term, which meant that tlie capitei value of the 
debt was liable to be recalled by its oi^mcrs at sJiori notice. It was estimated diat 
Gernmn sdiort-term bfvirowings between 191? and 1930 totalled 11,000 million 
reichsmarks. 

» She did pay her way if reparation payments ate excluded. 
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^tiM tbc strain of tfaejse tuthicss <&d:moiM<!S ai3^ 
padnfiil sacrifices upon die altars of orthodox finance.* 
For the time bdng the German Government reaped its 
reward in the shape of a surplus of merchandise exports 
over imports which in 1930 amounted to nearly aooo 
million Reichmarks (£200 million). This surplus was, 
however, turned into a debit balance of 763 million R,m. 
{£7^*^ million) when Reparation payments for 1930 and 
omer debt payments .ire included, so that even sdter all her 
sacrifices she was still obliged to borrow abroad to achieve 
a balance for 1930. 

It may be that tlic tremendous efforts made by 
Germany during 1930 to take a firm stand on balanced 
budgets would nave sufficed to pull her through had she 
not simultaneously been subjected to the raging, fearing 
currents of the world crisis, but, as events tumea out, her 
weakened economy was dealt a savage blow early in 1931. 

The incident which precipitated a fresh and more 
thunderous development of the financial crisis was the failure 
on May nth of the Rothschild controlled Credir-Anstalt 
Bank in Austria.* As an isolated episode this crash was of 
considerable but not unprecedented magnitude, but occur- 
ring in the setting of the economic aisis it produced 
disastrous consequences, just as the not unprecedented 
murder of a royal personage occurring in me political 
circumstances of 1914 produced the War. 

Part of the cause for the failure of the Credit-Anstalt 
was the extremely difficult economic situation in which 
Vienna, a metropolis without a country, was left as a 
result of the Peace Treaties ; some was due to bad manage- 
ment, but whatever the reason, this banking collapse was 
the overture to a series of startling events. The Austrian 
Govermnent and the Rothschilds rushed to the rescue with 
credits, but the Austrian Govermnent found itself in the 
position of succouring a drowning man whose struggles 

i Irhe nsc of the K.uu pam* answers to these doubts. 

* If ism the bank ui Aut,tna and tts lubihties anti assets amounted to 

abot 4 70 per oem. of the total of alii Au^ri.m banks. Tts share capital and reserves 
srer* 177 mltiati gdtiJlmgs (approxirmtely jCf millions, at par). Its loans on 
XhoAir jitt, 1730, were 14* mtlbon sdnllifigs. 
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deid iraght sort r^dUy exhausting liis mcuet* On 
June i6di, 1931, the Bant of England, true to Ac traAtional 
Britisk policy in time of crisis, advanced 5(^4,300,000 to 
Austria and saved Aat country from complete collapse. 
For Ac moment Ae simation appeared to have been saved. 
Jn periods of fmandal cmis Ac essential is to gain time, for 
Ac whole of modem finance is, put crudely, nothing more 
dian an elaborate confidence trick which depends for its 
success upon Ac belief of Ae public that Ae tricK will work ; 
and it docs work so long as this belief exists. If panic begins, 
belief disappears, and the existence of immense aggregates 
of money tokens theoretically representing solid gold, much 
of which is non-existent, begms to take on the appearance of 
a dangerous absurAty. Therefore time is essentiJ ; time to 
allow of fcan bemg calmed ; time to allow of steps being 
taken to mobilize fresh creAts and to persuade existing 
creAtors Aat if they demand their pound of flesh Aey 
will only be destroying Ae whole body. It seemed as if 
Ac Bank of England had managed to buy time in which 
the CrcAt-AnstJt could be reorganized. 

Unfortunately the troubles in Austria had caused investors 
to make a closer examination of the economic situation in 
Germany. What Aey saw was Asquieting. They observed 
that a vast amount of long and short-term foreign money 
was invested in Germany, that Germany was bemg forced 
to try to pay Reparations and the interest on this debt when 
prices were falling; that German banks were interlocked 
with Austrian banks; tliat no new foreign money was 

G ' ig into Germany. The roundabout by which Germany 
for several years paid old debts wiA new loans had 
creaked to a stanAtill. 

Standstill 1 Ominous word ! The CrcAt-Anstalt troubles 
had involved a stanAcill of foreign claims for two years. 
Supposing Acre was a smash in Germany, what would 
happen to Ac foreign loans in Aat country ? Was it prudent 
at tWs time Qunc 1931 to have funds locked up in Ger- 

* On June 5th, 1931, tiic Gemian Government issued a manifesto m whiclj 

it declared that ** the menaced business and financial position of the Reich calls 
imperadvely for die alleviation oi the unbcarjiblc reparatiom obiigationa.''' 
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many! These quadom were considered round the tabla 
at board meetings in New York and London, especially in 
New York, and to many financiers the prudent course 
seemed to be to reduce commitments in Germany. It was 
in one sense a short-sighted policy, for it aggravated the 
German weakness which it sought to discount, but in 
another sense it was the proper course to take according to 
the rules of capitalism. Banks and fmancial houses must 
remain liquid, that is to say they must have at their disposal 
assets certainly and (Quickly realizable to a value at least equal to 
their liabilities. With this principle in mind, foreign crediton 
began to wididraw their funds from Germany. The value 
of die German mark depreciated, and in the first formight 
of June the Rcichsbank lost ^36,000,000 of gold ajid gold- 
exchange security. In an attempt to support die mark and 
attract capital back to Berlin the German Central Bank 
raised its bank rate from 5 per cent, to 7 per cent, and did 
all it could legally to hamper the outward flow of funds. 
The raising of the bank rate — ^normally the recognized 
procedure on the part of a central bank which is losing 
gold — only seemed to convince creditors that the German 
position was indeed very critical and that they had better 
get their funds out of Germany whilst die going was good. 

At this juncture a political crisis took place in Germany 
since the People s party, wliich included many of the big 
industrial magnates, joined with the National Socialist and 
the Communist parties, to demand diat the Reichstag should 
be summoned,^ and this would have meant the defeat of the 
Government. On June 19th the German Minister oi 
Labour announced diat the Government had only just 
succeeded in raising a short-term loan with die German 
banks in time to secure funds to pay the salaries of the 
German Civil Service. In a frenzy of apprehension the 
foreign creditors scrambled over each other in their efforts 
to withdraw fimds from Germany. Within thirty-six 
hottn the Rcichsbank lost a further 150,000,000 R.m., and 


* 0 r, Bructting had been mllng Germany from March till Ocwiber 1931 by 
<|«9Ciye ai*d without the control of i^e Retchstag. In the end, Bruenkg managed 
CO tfotd vununonfng the Retchsts^ 
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the cover for the note issue fell to a figure just above the 
legal minimum. 

At this critical juncture, when a general default by 
Germany appeared inevitable, President Hoover made a 
startling and unexpected response to a personal appeal he 
had received from President Hindenburg, who reminded 
Mr. Hoover that : 

You, Mr. President, as the representative of the great 
American people, are in a position to take the steps by 
which an immediate change in the situation threatening 
Germany could be brought about.” 

On the evening of June 20th, the President of the United 
States, in a personal message to the heads of governments 
of the world, proposed that for a period of one year there 
should be a moratorium both of interest and principal on 
all in ter-govern mental payments. Once agam a great 
clfort had been made to gain time. The President’s action 
was extremely courageous, for Congress was not in session 
ami therefore he had to take the risk that this notoriously 
independent body would subsequently refuse to ratify his 
action. He endeavoured to avoid the fate of President 
Wilson by personal consultation widi as many influential 
Congressmen as possible, in the few days between the 15th 
and 2orh, with a view to obtaining their approval of the 
action he proposed to take.* 

The Hoover Moratorium produced one great sigh of 
almost world-wide relief and one snarl of disgust. Great 
Britain, Italy, (iermany and a number of odier Powers 
hastened to accept the American proposal and to express 
tlicir appreciation of the sacrifices the United States of* 
America w^as making for tlie common cause in agreeing 
to forgo her war-debe receipts for a year. The Brirish 
Government— at a cost to the revenue of Great Britain of 
11,000, 000 — announced a Brirish Empire moratorium of 
one year for Dominion war-debts payments to the United 
Kingdom, 

^ When Congress reassembled in November it grudgingly ratified the 
Presidcni’s proposal. 


m 



INe h t}id mldkt of dm almost tidiya^ Jubilate die 
foioe of France struck a <li«:oirdant note. The frciici 
politidam, press and public, wth that unanimity which, 
since the War, has charactemcd French policy when 
matters affecting security, Bnandal and political, are under 
discussion, declared that they had not been consulted in 
dm matter, that the proposal demanded disproportionate 
sacrifices firom the French tax-payer, and that Germany 
would take advantage of her respite from Reparations to 
steal a march upon her competitors in world trade. The 
French objections were important for two reasons. Fintly, 
it was a condition of Presid^t Hoover’s plan that all nations 
should accept it without substantial qualifications ; secondly, 
French co-operation, was essential because of the strength 
of the French international finandal position, due to her 
large stocks of gold and the great sums of French capital 
lying abroad on short-term — especially in London and 
New York. An acrimonious argument took place between 
France and the U.S.A,, and it was not until July 6th tliat 
President Hoover was able to aimounce that his plan had 
been accepted. The delay had a fatal effect upon the 
success of the American proposal. Mr. Stimson, the 
American Secretary of State, had rightly said on June 22ud 
that an immediate and ungrudging acceptance of the plan 
was necessary if its “ full tonic value ” was to be realused. 
Tlic delay caused by the French objections alarmed Germany’s 
I private creditors, and before the end of June the drain on 
Berlin had begun anew. A credit^ of $100,000,000 was 
' hastily arranged by the Bank of International Settlements, the 
'Bank of France, the Bank of England and the Federal 
f Reserve Bank, but the demand on Berlin for foreign ex- 
change continued and this credit was rapidly exhausted. On 
July 7th, in an effort to put some backbone into the German 
finandal situation and give a rallying point to what remained 
of confidence, sixty of the leading concerns in the country 
guaranteed a fund of 500 million R.m. through the Gold 

^ Oltigifialty intended to help die Heichsbank with it$ end-of-month demands, 
fhia eMt was supposed to expire on July t$di. It had to he renewed again and 
agfeh** 
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Diicoimt Batik. On July 3r<i a fitsh djgaster had o(XOit«d. 
A great mdustnal concern, tlic North German Wool 
Combing Corporation (The NordwoUe), declared m msol- 
vcncy with losses of 255 milhon reichsmarb nnlhon). 

These losses were chiefly due to speculation in stock market 
sccunnes. English banks were involved m the NordwoUe 
losses to the extent of milhon, but the heaviest share 
of the damage feU upon a group of big German banks, 
especially the Danat (Darmstadter and National Bank) and 
the Dresdner Bank which were faced with losses of 55 
milhon and 25 milhon R.m. respecnvcly. Three other 
banks shared losses of 28 milhon R m 

The visible extension of the strain to the pnvatc banks 
started an internal loss of confidence so that the German 
people, who up to now had stood these severe shocks with 
exemplary fortitude, began to “ fly from the mark,” ^ 
and on July 9th and loth the Reichsbank was caUed 
upon to supply 100 nulhon reichsmarks’ worth of foreign 
exchange. 

On July 9th, Dr Luther, the President of the Reichsbank, 
boarded an aeroplane at Bcrhn and flew to I ondon 111 order 
to see whether the Bank of England could save the situation 
by giving a long--term credit to the Reichsbank A conference 
took place between Mr. Montagu Norman and Dr. Luther 
m the boat-train from London to Dovci The German was 
making for Pans, for he had decided to be a Darnel m the 
hen’s den and also address his plea foi credits to the Bank 
of France, wbcli meant, m effect, the French Government. 
Dr. Luther returned to Berlin empty-handed. SkiUed 
observers noted that the Bnash inabihty to assist the hard- 
pressed debtor m accordance with her customary policy 
was an ominous sign of the hitherto concealed weakness of 
the British position In Pans, Dr Luther was bluntly told 
that French support could be obtamed if Germany would 
pay the pohtical price.'** 

^ It must be remembered tliat bartly eight >cars had elapsed since die horrors 
of the 1923 Inflation of the mark 

^ Commonly reputed to be die abandonment of Germany's second podeet 
batdbddp and a guarantee to give up all cflbits to brmg about an Austro-German 
Union Clhe Anacblui^) 


405 



Out Own times 


On July tzdx^ the Banque dc Genive, an important 
Omtral European institution, announced that it was 
insolent. On that day — ^which was a Sunday — ^thcrc was 
continuous consultation far into the night between the Ger- 
man Government, die Reichsbank and the private banks. 
The tension all over the world’s financial system was very 
great, and it was clear that superhuman efforts were being 
made to avert a new disaster. On Monday, the 13 th, the 
Bank for International Settlements announced that it would 
support German credit,^ but this somewhat tepid pro- 
nouncement was completely overshadowed by die stag- 
gering news that the Danat Bank — one of the Ckrman Big 
Four — ^had failed with Uabilidcs of 1500 million R.m. 
(^75 million), of which ^23 million were owed abroad. 
There began an immediate run on the banks. It was the 
end of the post-War international financial system so far 
as Germany was concerned. The German Government 
grappled with this new disasmr with great energy. It closed 
private banks for two days, guaranteed the Danat losses, 
closed the stock exchanges and broadcast a moving appeal 
to the German nation to “ keep its nerve.” 

Meanwliilc the gold cover or the German note issue having 
fallen to 35 per cent, (the legal immmum was 40 per cent.), 
the Reichsbank raised its discount rate from 7 per cent, to 
10 per cait. 

There followed a scries of drastic decrees ^ whose general 
effect was to give the Government, through the Rcithsbank, 
the most complete control over the foreign cxcliangc 
situation and in fact the whole economic life of the country. 
Though still outwardly an example of a capitalist state 
energized by pnvate enterprise, die German economy had 
now become, if not as state controlled as that of Russia, on 
a comparable basis with that of Italy. There were some 
furdicr banking failures, but under the iron control of the 
Government the banks were cautiously allowed to resume 
restriction al operations. The harshness of the credit situation 

1 Tlie statenierit was in general terms. It is understood diat France ihe 
obstacle to a more specific grant-in-aid. 

* <Oiie decree inflicted a passport tax of ^5 on any German dtij«n dc&inng to 
go abroad. 
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Wy be jtidgcd from the fact that on July 31st the Reichsbanlc 
raised its rate from 10 per cent, to 15 per cent. 

This ciiaptcr may be fittingly concluded widi a maition 
of the abortive London Conference which met at 6.30 p.m. 
on July 20th, 1931, in the Prime Minister’s room in the 
House of Commons. 

The business of the Conference was twofold. First, 
to decide how to deal with the financial crisis in Germany, 
and, secondly, how to rc-cstabUsh her economic situation. 
Salvage work and reconstruction. There were at the 
Conference three Prime Ministers — MacDonald (United 
Kingdom), Bruening (Germany), and Laval (France) ; 
the Foreign Ministers of the United Kingdom, Germany, 
France, the U.S.A., Italy and Belgium; the Finance 
Ministers of the United Kingdom (Snowden), France, 
the U.S.A. and Italy. A formidable and impressive 
collection of statesmen reinforced by a powerful team of 
experts. The personnel was worthy of the occasion because, 
behind the fa(;'adc of a conference brought together at 
extraordinarily short notice in order to deal widi die 
financial crisis in Germany, lay the greater issue, the age- 
old struggle between France and her hereditary enemy 
across the Rhine wliich the men of 1925 hoped had been 
settled at Locarno. The elements of the problem were 
simple. Germany could only be restored to economic 
health by the grant of very substantial long-term credits. 
Great Britain, for reasons which will be apparent in the 
next chapter, was unable to be the banter ; the Americans 
had had a bellyful of European investment and were chiefly 
concerned with saving die millions of dollars frozen up in 
Germany. There remained France. The world’s financial 
system shook upon its golden throne as the Reichsmark 
withdrew from the liigh table of the gold standard,^ but the 
franc stifl looked proudly out with steady and stable gaze 
upon its rivals, the £ sterling and the dollar. Was it 
imagination or was the £ no longer as strong as outward 
appearances suggested ? Be this imagination or reality — 

* Gerratoy was no longer on an effective gold standard, since gold and gold 
exchange oonld by the terms of die decrees no longer be freely exported. 
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^ thofc waw comm ruttionn aromjii m to ^ 

states of die BridA budgetsurv poddoi^-^thc brutal fact at 
die London Conference was tnat if Germany was to reedye 
substantial credits they would have to be French in origin. 

The French saw an opportunity — unique and far-reaching 
— of obtaining that poEtical security which they so pas- 
sionately desifed. They would collaborate in the granting 
of a loan to Germany, but only on strict political condidom* 
The loan was to be secured on the German customs and an 
explicit promise extracted from Germany that there should 
be no treaty-revision for ten years — ^die suggested period 
of the loan. 

The U.S.Am as did Great Britain, refused to co-operate 
in pressing these terms on Germany, and in any event it 
would have been impossible for Dr. Bruening to have 
returned to his people with $500,000,000 as the wage paid 
by France for German polidcal subservience.^ 

A deadlock ensued and the Conference broke up within 
three days, having only been able to agree to recommend to 
the various private msatudons which had short-term funds 
immobihzed m Germany that they should undertake to leave 
their funds there ® wliilst an expert committee, under the 
auspices of the cxaimned the possibility of convernng 
these short-term credits into long-term loans. This pro- 
foundly wise, if unoriginal, proposal was already in process 
of adoption by the aforementioned private concerns ill 
London, New York, and elsewhere for the best of an 
reasons, viz. that there was no possible way of getting 
their money out of Germany, however much it might be 
needed at home, and, as we shall shortly sec, some of it 
was soon to be badly needed m London. 

In the words of the prophet Daniel, “ Many shall run to 
and fro and knowledge shall be increased.” 

Both immediately before and after the London Con- 
ference of 1931 there was much running to and fro of 
statesmen and bankers, and doubtless knowledge was 

* Bntening received a reiegrara on July list from iiitlcr and the leaders 
ml the Nazi opposition party, warning him tliat they would not recognise any 
i^reement of the T>pe demanded by France. 

" This proposal eventually became the Standstill agreement* 
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tmt what Ac world needed Was constructive 
action to arrest Ac rapid decay of Aat painfully rAuilt 
post-War financial system of which Great Bntain was Ac 
chief architca and artisan. 

The Germans returned to Berlin convinced Aat hence- 
forth salvation must be sought in self-sufficiency. The 
Nationalist Socialist Party (Nasds) felt Aat events had placed 
them one step nearer Aeir goal, and on July 23 rd — Ae day 
of Aspersion of Ac London Conference — the Bank of 
England, sensing the coming tornado, raised the bank rate 
from 2i per cent, to 3I per cent. It was the opening note 
of Ae Grand Fmalc m Ae Aama of Ae rise and fall of Ac 
post-War world financial system. 





CHAPTER XX 


DEATH OP THE COED POUND 

** Otliers maintain that coined money is a mere sham, a thing not 
natural, hut conventional only, which would have no value or use for 
any of the purposes of daily hfe if another commodity were substituted 
by the users/'^ Aristotle, Politics. 

“ Humpty Dumpty sat on a wall, 

Humpty Dumpty liad a great fall. 

All tlic King's horses and all the King’s men 
Could not put Humpty togedier again.” 

Nursery Rhyme. 

” A man may buy gold too deai.” 

From y 4 Compieat Collection of Proverbs, published 1737, 

I N surveying the successive stages of the tumbling-down 
of the structure of the international gold standard one is 
struck by the manner in which the forces of anarchy 
advanced methodically from the outer defences of the 
system towards the centre, it was a process analogous to 
that of tlie spider-wasp {Pepsis miUei) which destroys the 
Californian trap-door spider [Bothriocyrtum Californicum) 
by a horrible yet ingenious procedure. Tlie Californian 
spider lives in an underground lair whose upper cud is 
flush with the ground and closed by a trap-door. When 
sow-bugs and other nocturnal insects walk near the trap- 
door the spider feels the vibration of their passage, flings 
open the trap-door, seizes its victim, drags it uiidcrgroimd 
and closes the door. But, should the footstra of a spider- 
wasp be the cause of the exit a tragedy diflerait in detail 
takes place. The wasp stings the spider and paralyses its 
limbs. The aggressor then enters the open nest and takes 
with it the helpless owner. At the bottom of the nest the 
wasp deposits an egg in the livmg spider. In due course 
the grub hatches out, burrows into the body of its host and 
feeds upon its tissues, but it takes care to leave intact such 
vitsal organs as the heart until such time as the grub is ready 
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to «pm its cocoon. Then, and only then, does the spider 
enter the peace of death. 

The British monetary system had built itself deep nests in 
Lombard and Threadneedlc Streets from which it emerged 
to snap up the passing loan. But, unrealized by its operators, 
the system had absorbed into its body since 1925 a number 
of loans which were to prove veritable spider-wasps. 

At the critical juncture in the fortunes of the post-War 
monetary structure which arose in 1931. the Government 
of Great Britain was Sociahst in name although in its practice 
it could hardly claim to be more than mildly radical. 
With Mr. Snowden at the Treasury it was unlikely that the 
canons of orthodox finance would be broken in the smallest 
degree. In fact, at the Hague Conference on Reparations 
in 1929 ^ the Labour Government in general and Mr. 
Snowden (the Chancellor) in particular had shown their 
admirinc; countrymen and the world that British Socialists 
had nothing to learn from the Tory Party in the practice 
of the arts and crafts of nationalism and of twisting the 
foreigner’s tail, Mr. Snowden was indeed made a Freeman 
of the Ci^ of London to the accompaniment of much 
flapping of the rudimentary wings of ‘ The Penguins ” — 
to use a contemptuous description of the London financiers 
invented by the less orthodox Liberal, Mr. Lloyd George. 

Nevertheless the British financial position was regarded 
with suspicion hy foreigners in general and the French in 
particular. Nor was it free from mistrust amongst our own 
countrymen. To quote an unimpeachable authority: It 
may indeed be said that at no time since the termination of 
the histone disputes which followed the Napoleonic Wars, 
and which led to the passing of the Bank Act of 1844, 
has the monetary organization of our country been the 
subject tjf so much criticism as in recent times.” ® 

On July 13th, the very day after the Dannstadter Bank 
closed its doors in Bcrlm, the Committee which had bear 
appointed in 1939 by Mr. Snowden to inquire into banking, 
finance and credit presented its Report. 


^ See p. 339. 

* Macmithn Re/t&n an finance and Industry. Cmd 3897, 1931, p. 6. 
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It h mtf liowcvar, ikt Cowsitt^^ TOomm^*>4adobi 
m monetary poEcy wWch concern m here, feut it% anaiysb 
of the progressive weakening in Great Britam s Wndal 
position since the War. Attention was drawn to the 
rise of iinemploymcnt, heavy taxation and the diminishing 
volume of exports. In short, at a critical juncture in 
her history Great Britain, conscious that all was not wcH 
with her financial health, consulted the doctors, then 
published their diagnosis and suggested treatment to the 
world. The public gaze fastened on the diagnosis, and 
neglected to observe tmt the complaint, though serious, was 
not considered mortal. 

On July 15th million of gold, and on July i6th £$ 
million were wiAdrawn from me Bank of England. By 
the end of the month the Bank had lost nearly £4$ million 
of gold. Some of the withdrawal — ^most of which was due 
to the repatriation of French balances — ^was seasonal, but 
much of it was for other reasons. How far “ pohtics ” 
entered into those “ other reasons ** is a question to which 
no one can give an exact answer. On July 28th die London 
money market was obhged to admit us inability to parti- 
cipatc in an intemationau loan of /jj milJion to Hungar)^ 
On July 30th the Bank of England raised its rate to 4 per 
cent 

On July 31st — day upon which the Bank of England 
actually gained gold — there was published a report by 
another committee which the Government had set up to 
consider the state of the public finances. It was under the 
chairmanship of Su George May, K.B.E. The Com- 
mittee’s statement produced a world sensation of the first 
order, and its publication, unaccompanied by any statement 
of Government policy by wav of explanation, produced 
consequences destined to be fatal to the gold The 
Committee estimated that if the existing rates of expendittue 
and revenue were to be maintained the Budget for 1932 
would dose with a deficit of nearly /120 million.^ 

Sensation followed sensation. The British public were 

^ TIbis i»dtidb4 allowance for the Sinking: Fund. A mmonty report disagreed 
tritib gloomy diagnosift b the mam document. 



^ ih 

i(ill witit ast<MMshmair diat their Treasury was 

lieatiite for foaaudal disaster when they were greeted with 
dbc iuformaticai on August ist that “ The Ba^ of France 
and the Federal Reserve Bank of New York have each 
placed at the disposal of the Bank of England a credit in 
their respective currencies for die equivalent of ^25 nuUion, 
making a total equivalent of £,$0 million.” 

It was also announced that the Treasury had authorized 
an increase of the fiduciary issue of million (making 
^275 million in all) for a period of three weeks. 

Since Julv 8th the Bank of England had lost £iz million 
of gold ana the reserve had Men to £133 million.^ 

During the first three weeks of the month of August the 
British Cabinet anxiously examined the financial position 
and reached the decision that the Budget must be balanced 
and that the “ principle of equality of sacrifice ” must govern 
the economies to be made. 

A scheme of cconoimcs was drawn up and submitted to 
the opposition political parties and to the General Council 
of the Trades Union Congress on whose membership the 
Labour Government was gready dependent for political 
support. The scheme included a 10 per cent, cut in unem- 
ployment benefit, and this proposal split the Cabinet. His 
Majesty the King returned to London on August 23rd. 
On the 24th the Labour Cabmet resigned. His Majesty 
then exercised his prerogative by invitmg Mr. Ramsay 
MacDonald to form a Nadoual Government to deal with 
the crisis. Mr. Baldwin (leader of the Conservative Party) 
and others of the Party, together wdi Sir Herbert Samuel 
(a Liberal leader) and other Liberals accepted office. The 
members of the late Cabmet, with the exception of Lord 
Sankey, Mr. Snowden and Mr. Thomas, went into 
opposirion. 

The new Government amiounccd on August 28th that 
“ for the purpose of strengthening still further the exchange 
position of sterling ” the Treasury had arranged for new 
credits in Paris and New York to a total of j^8o million. 

* Tile gold itweiTiMi of the Bank of France on July 31st totalled ;C48<S.73o,ooo, 
giving « gold oover of $4 per cent. 
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It was by this time common fcnowWg^ the pieviocis 
mmion had already been almost eihatisted. It was--* 
and still is— a matter of acute controversy as to whether the 
grant of the ^8o million was contingent upon tlie British 
Government effecting “ financial reforms/* ^ 

On September lotli Mr. Snowden introduced a supple* 
mentary Budget in the House of Commons. On the 9th, 
the Government by 309 votes to 250 had received authoriza- 
tion to effect economies of £70 million by Orders in 
Coimcil. 

The supplementary Budget was estimated to produce a 
small surplus for 1931-32 and 1932-33. This was to be 
achieved by increase of taxation and by economies; it 
included provision for a sinking fund and the payment out 
of revenue of expenses connected witli the relief of unem- 
ployment which had hitherto been met by borrowing. 
On September 15th the House of Commons adopted the 
Budget resolutions, but on the same day news reached 
London die like of which had not startled the public since 
1797.* It was stated that there had been unrest in the 
ships of the Adantic Fleet, then exercising from Inver- 
gorden in Scotland. The trouble was due to dissatisfaction 
amongst the ratings widi the cuts of 10 per cent, in their 
rates of pay which was part of the economy scheme. These 
cuts bore very hardly on the younger married men, who 
saw themselves getting into debt in connection with houses 
and furniture they were buying on the hirc^-purchasc 
system. As a matter of historical interest it is worth noting 
that the mutiny, which consisted in a refusal on the part 
of die siiips’ companies to obey orders and put to sea, 
would probably never have occurred had the senior officers 
of the Atlantic Fleet taken care to explain to the men the 
nature of the national crisis and the need in the opinion of 
the Government for a sacnficc on the part of aU members 
e^f the community from the unemployed man to the 
Cabinet Minister and the super-tax payer. Tlie personnel 
of the Atlantic Fleet formed but a portion, and not the 

^ UwlmtcMadi to be cuts m the rate of utwsittployraem pay, 

® When the Fleet mutinied at the Note, 



Death of the Cold Pound 

larger Dortion, of the British navy, and there was no tronblc 
in the large Mediterranean Fleet, in China, or at any of the 
home ports where many thousands of men were con- 
gregated in barracks and shore establishments. It is 
significant that in these last-mentioned places the Admiralty 
Order announcing the cuts in pay was accompanied by an 
explanatory statement.^ The psychological effect, both at 
home and abroad, of this news from the world-famous 
British navy “whereon, under the good Providence of 
God, the wealth, safety and strength of the kingdom 
chiefly depend,”® was tremendous. The foreigners ima- 
gined that the end of Great Britain was at hand, and it is 
within the knowledge of the writer tliat a French banker 
telephoned to London to blow if it was true that the 
British fleet was bombarding die South Coast resorts! 
There was something resembling a financial panic amongst 
foreign holders of sterling, and immense withdrawals took 
place which rapidly threatened to absorb all the newlv 
granted credits. On Friday, September i8th, The Bank 
lost upwards of million. A last attempt to raise credits 
in New York and Paris was contemplated and inquiries 
were made. The replies were kindly but not encouraging. 
On Saturday withdrawals continued with flood violence 
and The Bank reported that it was practically at the end 
of its resources. On Sunday afternoon the editors of the 
principal newspapers were summoned to attend at No. lo 
Downing Street and warned that next day the Government 
proposed to suspend the operation of the gold standard. 
On Monday, 21st, the bank rate was raised to 6 per cent., 
the Stock Exchange was closed for two days and the Treasury 
issued the following statement : 

“ His Majesty *s Government have decided, after con- 
sultation with die Bank of England, that it has become 
necessary to suspend for the time being the operation of 
Subsection (2) of Section i of die Gold Standard Act of 
1925, which requires the Bank to sell gold at a fixed price. 

^ It is sttid that the official “ explanation ” destined for the Atlantic Fleet was 
sent to the wrong address. Upon such small incidents do great events tum. 

* Introduction to die Articles of War. 
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A Bill for this fHirpose will be introduced imtnusdktdlyi 
and it is the intention of His Majesty’s Government to 
ask Parliament to pass it through an its stages on Mondayi 
September at. In the meantime the Bank of England 
have been authorized to proceed accordingly in anti-* 
dpation of the action of Parliament.” 

Thus the British Government took a step which the 
Macmillan Committee had considered unthinkable. Con- 
cerning the possibility of devaluing the it had reported : 
” It would DC to adopt an entirely new principle, and one 
which would be an immense shock to the international 
financial world, if the Government of the greatest creditor 
nation were deliberately, and by an act of positive policy, 
to announce one morning that it had reduced by law the 
value of its currency from the par at which it was standing 
to some lower value.” ^ 

It is interesting in this connection to compare Mr. Ramsay 
MacDonald’s broadcast statement on August 25 th in which 
he said : 

“ If there were any collapse in the ^ we should be 
defaulting on our obligations to the rest of the world 
and our credit would be gone ” 

with the statement made by Mr. Snowden in the House of 
Commons on September 21st, in which he said : 

” Our action no doubt will have wide repercussions 
and increase the dislocation and instability for the time 
being of mteraational trade and finance, but at the same 
time there is no need to exaggerate the difficulty. It may 
be that the present crisis will pave the way to better inter- 
national co-operation.” 

The facts of the matter may be tersely summed up in 
the words of the Prime Minister’s Manifesto on October 
7th : ” The present National Government was formed in 
haste to meet a swiftly approaching crisis, . . . World 
conditions and internal financial weakness, however, made 

* Macmillm Report y p. lii. 
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it imposriblc for die Government to achieve its immediate 
objea. Sterling came off gold/' 

The suspension of the gold standard by Great Britain 
at a moment when — as the foreign investor bitterly observed 
— her discount rate was only 4J per cent/ staggered a 
world which by this time believed itself to be sensation- 
proof. All the European stock exchanges, except Paris, 
Milan and Prague, closed at once, so did the Tokio Exchange. 
Within the next few days all financial centres, except 
Norway and Sweden, restricted credit by raising their 
bank rates in order to protect their gold reserves. In quick 
succession a number of countries abandoned the gold 
standard® — such action being inevitable in the case of 
countries such as Denmark, which rcHed for their existence 
upon the British market. Many persons and institutions 
suffered heavily through the depreciation of the which 
fell to about 80 per cent, of its gold value. The Bank of 
France — and this must be remembered to its credit by 
those who claim that French financial policy was in faa 
responsible for the attack on the ^—held over £60 million 
in sterling, and the French Government had to guarantee 
the losses incurred by the depreciation of these funds. The 
Netherlands Bank held part of its reserves in London and 
tried in vain to persuade the Bank of England to compensate 
it for its losses when sterling depreciated.® The Bank of 
Greece held 25 per cent, of its reserve in London and suffered 
heavy losses. The sterHng-dollar rate fell to $3.23 by 
December 1931. Another immediate consequence of the de- 
preciation of the £ was the imposition of ‘ anti-dumping” 

^ It was raised to (S per cent, after the suspension of gold payments. The 
oft-'iepeated accusation made abroad diat Great Britain had abandoned gold 
prematurely and should have raised her discount rate to 8 or lo per cent, 
was not justified. Experience had already shown (in Germany) that in abnormal 
times drastic increases of the discount rate only served to alarm investors and did 
not attract tlidr Einds. 

® Norway, Sweden, Greece, Egypt, Finland, Rhodesia, Canada, Japan. 

• It is reported that about a w©^ before Great Britain left die gold standard 
the Hedieriands Bank addtessed an inquiry on this subject to the Bank of England 
and received an assurance that Great Britain would certainly stay on gold. If 
this story^is tnie—as I believe it to be — there is no need to impute deceit to the 
Bank, liie authorities— strange as it may seem— really believed that Great 
Britain could stay on gold j in fact the first National Government was formed 
to keep die £ on gold. 
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duties against cheap’* British goods. Canada, South 
Africa, France and Italy were among the early exponents of 
this policy. Other effects of the sterling crisis were banking 
troubles in France and a recrudescence of such trouble in 
Germany, and a vast extension of exchange restrictions. It 
would be impossible to catalogue here the further confused 
details of the collapse of the world’s financial system now 
that the British had failed in its duty as the keystone of 
the gold*standard arch which, for a few years from 1927 
to 1931, had once more spanned the world. It must be 
sufficient to note that the next country to feel the full weight 
of the forces of financial disintegration was to be the U.S.A. 
— but that story must await a later chapter. Why did the 
^ collapse? Many and varied have been the answers to 
mis question. It has been said that the villain of the piece 
was France ; that “ The City ” had borrowed money on 
short term from abroad and re-lent it for long periods, 
especially to Germany, so that when the stresses and strains 
of the world crisis caused lenders to recall their loans to 
London, the latter, being unable in its turn to recall its 
loans, was between the devil and the deep sea ; it has been 
said that the “ Balance of Trade ** of the United Kingdom 
was adverse and chat our troubles arose from the cumulative 
evils of buying abroad more than we could afford to pay 
for. The majority report of the May Committee insisted 
that we were proceeding down the primrose path of ruinous 
domestic finances. 

These were some of the explanations which quickly 
became the sport of party politics, since on October ytn 
the Prime Minister was granted a dissolution by His Majesty 
the King, and a general election took place on October 
27th at which the Conservative-Liberal Coalition, plus a 
few of the personal followers of Mr, MacDonald, went to 
the country as supporters of die National Government. 
They won a resounding electoral victory.^ for in the new 
House of Commons the National group held 554 scats, of 

^ Some very remarkable sutements were made during dds election by Cabinet 
Ministers, ecoesiastics and other public men. A study of die hies of a daily 
nes/spapes’ of this time ts instructive as an example of the ejects of panic on the 
public mind. 
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which 471 were Conservative, whilst the official Opposition, 
in the shape of the Labour Party, could only muster 52 
sup^rters, of whom the veteran George Lansbury (who 
hatf been in charge of the Office of Works) found himself 
the leader. The National leaders had asked for a “ doctor’s 
mandate,” to take whatever action might be necessary to 
restore Great Britain’s financial and commercial position. 
The Liberals had mostly stood as Free Traders, but any 
elector who believed in the importance of Free Trade and 
voted for a National candidate was indeed a credulous 
person, since it was clear that with the Conservatives in 
power tariffs were a foregone conclusion. 

To return to the various explanations given for the 
collapse of tlie British The report of the May Com- 
mittee, with its estimate of a deficit of f,i20 million, 
undoubtedly caused a great sensation and contributed to 
a general feeling that Great Britain was on the edge of 
bankruptcy. The alarm was accentuated by the news of 
the mutiny of the Atlantic Fleet at Invergorden. The 
writer of this book, having reached the conclusion about 
1930 that in view of the international economic situation 
it would be expedient for Great Britain temporarily to 
abandon the gold standard, has often reflected upon the 
strange combination of circumstances which caused the 
Royal Navy to be used by a far-seeing Providence as the 
imconscious means of changing British financial policy and 
so releasing the nation from the onerous terms of the 
contract of 1925 when the ^ was restored to gold at 
pre-War parity. In 1805 the Navy saved the nation at 
Trafalgar ; it may be that at Invergorden it achieved a like 
feat. Atdtres temps, autres moeurs — but there are better 
ways of changing one’s financial policy than by doing it 
as a consequence of insubordination in the fighting forces. 
As regards the May Report, it was an act of great political 
foolishness on the part of the Socialist Cabinet to publish 
the Report without — at die same time — drawing the 
attention of the public to the fact that the ” estimated 
deficit*’ included provision for a sinking fimd of £$0 
million ! Sinking funds are not quite so sacred as all that. 
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As a matter of feet, the British budgetary outlook in 
1931 compared extraordinarily fevouraoly with that of 
every country in the world. For example, the French, 
with a budget two-fifths the size of Great Britain, had a 
deficit of /20 million; the U.S.A. deficit for 1930-31 was 
£186 milfion and estimated at ;(j400 miUion for 1931-32. 
And, as we have seen, the Budget was balanced at the 
moment when the / left gold. Two years later some of 
those who in 193 1 had been the most vocal advocates of a 
balanced budget were pleading for large-scale government 
borrowing for public works ! 

What of the adverse so-called balance of trade ? ^ Of all 
arguments this was the most distorted for political reasons, 
for it was a favourite peg on which to hang a demand for 
tariffs. For decades Great Britain had imported a greater 
value of commodities than the value of her commodity 
exports, and this had been a sign of her position as a creditor 
country, the debit balance of her visible exports and 
imports being more than compensated for by her credit 
balance on her invisible exports and imports. The figures 
of the net balance of trade of the United Kingdom for the 
years 1926 to 1932 are shown in the table opposite. 

It should be quite unnecessary to point out that the 
prevalent desire of all nations to have a “ favourable ” 
visible balance of trade is an absurdity. Clearly it is im- 
possible for the aggregate of sales in a market to exceed 
the aggregate of purchases except in so far as the sellen 
are prepared to extend credit to buyers. There was nothing 
exceptionally alarming in the British trade position in 1931. 
Her commerce had been passing through difficult times 
ever since she had returned to the gold standard in 1925 at 
a pre*-War parity which left her with costs of production 
wnich were high relatively to world costs, and the growing 
restriction of international trade had especially affected the 
United Kingdom with its dependence on exports and 
shipping receipts, but these were phenomena which were 
not particularly prominent in 1931. What of the British 
loam abroad — especially to Germany? In July 1931 Great 

* Tihie expressioo should be “ Balance of payments on foreign account.” 
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^ These include some items on loan accounts * Estimated excess of Government payments made overseas- 

* Including disbursements of foreign ships in Bnti^ ports 

* This Item, not being part of the balance as compiled, is not shown in the body of die table by the Board of Trade 
JouriKd It IS diown above for reference 
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Britain had lent £$4. million^ on ]on^ term and ^100 million 
on short term to Germany, and about £$0 million on 
short term in various European countries. As regards her 
general creditor position it should be remembered that the 
United Kingdom held foreign investments which were 
estimated at ^3700 million in 1931 — a fall of only ^38 
million since 1929. The annual income derived from these 
investments was £,2^0 milHon in 1929; ;,(^I52*6 million 
in 1932.® (Revised figures, 1934.) 

There is, in the opinion of some of the best expert 
authorities with whom the present writer has discussed this 
question, no substance in the charge that British lending 
abroad had been imprudent in reasonably normal circum- 
stances, bearing in mind the necessity for London to retain 
its position as the world’s money market. But circum- 
stances were not “ normal.” The London money market 
should have foreseen the crisis in Germany which im- 
mobilized British funds, and cannot escape the charge of 
financial negligence by pleading that if they suspected its 
advent they forbore to aggravate and precipitate the crisis 
by recalling their funds. London lent too much to wasteful 
borrowers, especially in Soutli America, and cannot be 
excused by the fact that New York did the same thing 
to greater excess, A first-class money market should know 
when to turn the tap off as well as when to turn it on. 

The accusation of French malevolence seems to be 
answered to a large extent by the fact that when Great 
Britain left the gold standard die Bank of France still held 
over million in London upon which it lost 17 million. 

To sum up. It would appear that the crisis ” in Great 
Britain was in reahty like the housemaid’s famous baby — 
” a very little one ” — and certainly in no way comparable to 
the first-class crisis which had occurred in Germany and 
was to occur in the U.S.A., but it is certain that in the 
disturbed state of the financial world in 1931 the foreigners 
sincerely believed that there was a great crisis in Britain, 

^ Including million of Reparation loans (Dawes and Young), £,10 million 

to local governments and £%o million to German commerce. 

* £i 4 million from British banks to German banks ; £2^ million to German 
industry and commerce, 
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and it is always what men believe, rather than what is, 
which governs events, and so a real financial crisis arose 
on a psychological basis. There was, of course, some 
foundation for the widespread belief that Great Britain 
was in serious difficulties, and, in the opinion of the writer, 
the chief cause of such British difficulties as existed in fact 
was her return to the gold standard at its proWar parity, 
with the consequent continual strain on her gold reserves and 
permanent hard core of unemployment due largely to the 
nigh costs of her goods in the world market. In 1925 Great 
Britain bit off more than she proved capable of chewing. 

Returning for a moment to the housemaid’s baby, 
small though it was, there was presumedly general agree- 
ment that it should not have been bom at all. Need 
the British financial crisis have occurred had the Socialist 
Government handled the situation somewhat differently? 
The most ironical feature of the whole business was the 
spectacle of a self-styled Socialist Cabinet struggling to save 
from disaster the capitalist system which for many years 
Socialists had declared was inefficient, obsolete and doomed 
to collapse. In the critical weeks of the summer of 1931 
the British Government could have been one of two things 
—cither Capitalist and Conservative, or Socialist and Labour 
— in its outlook and action. It could have, in die name of 
patriotism and conservatism, mobilized British investments 
abroad, suspended the sinking fund, protected British 
agriculture, increased the income tax, reduced the interest 
on government debt by a semi-compulsory heavily propa- 
gandered conversion loan — and so convinced the world 
that a ** strong ” govern ment of the right was m power. 
It could also have done all these things in the name of 
patriotism and socialism and shown die world that a 
“ strong ” government of the “ left ” was in power. What 
it should not have done but did do was to try to be evolu- 
tionary and normal when events were crowding upon it 
which clearly called for rapid and drastic action. The first 
business of a government is to govern, and when the 
people begin to suspect — rightly or wrongly — that the 
material framework of their society is disintegrating or 
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inen^bDDd they arc not over particular at that moment m 
to what is done, provided they observe that tire government 
has a policy and intends to carry it out. Later on the 
reaction tahes place, and if the government wishes to 
remain in power it must then steal its opponent’s policy. 

The Socialist Party in Great Britain went out into the 
wilderness, from whence they were obliged to observe Mr. 
Walter Elliot, in a “ Conservative ” National Government, 
introducing British agriculture to Socialism. The debacle of 
the British Socialist Party in 193 1 will have been beneficial to 
the cause of Socialism if it teaches that Party the lesson that 
the first business of a Socialist in office is to be a Socialist. 

The death from exhaustion in 1931 of the Gold Pound 
marked the de facto end of the nineteenth century. The 
British attempt during the post-War years to restore the 
principles and practices of commerce and finance by which 
they had become great was an attempt to rebuild their castle 
upon the shifting sands of the second industrial revolution. 
For a moment the British were in confusion whilst across 
the Channel France surveyed a Continent which seemed 
to lie at her feet. Her nulitary strength was superior to 
that of every rival, and Germany was in confusion. Her 
immense reserves of gold were second only to those of the 
U.S.A. She was stiU virtually untouched by the world crisis. 

But with a rapidity which gratified their friends and 
astonished their enemies the islanders readjusted their 
policies to the changed circumstances. They marshalled 
their forces for a flank attack upon the strongholds of 
economic nationalism. Their action was hke that adopted 
by Lenin when he launched his New Economic Policy. 
He embraced private enterprise in order to choke it to 
death ; the British announced that they were taking 
economic nationalism into their arms for a similar deadly 
purpose. A cynic might have warned them that a new 
mistress is usually easier to acquire than to discard. 
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CHAPTER XXI 


NEW BRITAIN 


“ I find the Englishman to be him of all men who stands firmest 
in his shoes *’ — Emerson. 


I. Britain in Crisis 

T owards the dose of the year 1931 the gaze of the 
whole world was directed towards Great Britain with 
a fasdnated and dreadful attention. The foreigner felt 
that he was watching a Great Power sinJdng into decline. 
It seemed to many experienced observers outside Great 
Britain that the stresses and strains which the post-War 
decade had inflicted upon a nation weakened by its efforts 
between 1914 and 1918 were sapping the vitality of the 
islanders who for nearly five hundred years had exerdsed 
an ever-increasing influence in the affairs of the world. It 
had been an influence which, as we wrote in the Prelude to 
this study of Our Own Times, had increased and extended, 
until during the nineteenth century Great Britain had 
reflected in her world- wide polides the whole spirit of 
western dvihzation. It seemed in 1931 that the star of 
Great Britain had passed its zenith and that there remained 
but to chronicle the waning of the fortunes of that Power 
upon whose Empire the sun never set. That such was to 
be the fate of Great Britain was the opinion of nearly 
every foreigner with whom the writer discussed this question 
in and about the period 1931-32. The foreignen declared 
their pessimism in no spirit of exultation. On the contrary, 
they regarded the inevitable decline of Great Britain as 
something little short of a world disaster. They seemed to 
feel that an essential spoke in the wheel of the great chariot 
of Human Sodety which rolls down the avenues of time 
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was buckling before their eyes, and they could not sec 
what would take its place* A Great Power was in dis- 
solution and dying intestate. One day perhaps the United 
States, or a British Dominion, or Germany or even Russia, 
would take the place of Great Britain in me Great Society, 
but in 1931 that day seemed far distant. 

Whilst observers in all parts of the world watched Great 
Britain in crisis with mingled feelings of astonishment and 
alarm, the inhabitants of Great Britain were not so much 
frightened as bewildered. The crisis had come suddenly ; 
it had been marked by disturbing phenomena such as a 
mutiny in one of the fleets of the Royal Navy, and an 
evident disbelief by the foreigner in the purchasing power 
of the £. Yet, the English felt in their bones that though 
the Board of Admiralty might on occasion be stupid, the 
loyalty and the patriotism of the Navy was unquestionable, 
wnilst there was daily evidence that £1 purchased in 
England as much of the needs of life after September 21st, 
1931, as it did before that memorable date. 

Nevertheless, the temper of the country was roused and 
the degree of emotion was reflected in the astonishing and 
embarrassing size of the majonry secured by the National 
Government. A cartoonist summed it up by depicting 
the Prime Minister in the guise of an expectant father 
awaiting news of the accouchement. As the fond and 
proud parent was greeted by a nurse carrying an elephant 
in her arms, he exclaimed : I was ready for twins, but 
hardly for this ! ” 

Although the National Government boasted more than 
550 supporters in the House of Commons, of whom 13 
were National Socialists and about 68 were Liberals, and 
though the Socialist Opposition of 52 seats could only 
count on the aid of 7 Liberal and Independent supporters, 
the Sociahst Party was able to claim that the tremendous 
loss they had sufered in seats — a drop from 287 in the 
1929 election to 52 in 1931 — had not been accompanied 
by a proportionate loss of votes. The Nationahst supporters 
represented 14J million voters; the Opposition stood for 
7f million, of whom were Socialists. In 1929 approxi- 
i.2i 



Britain 


matdy 8J million Socialist voters had suflSced to put a 
Labour government in power. 

The National Government was in power. What next ? 

2. The Doctor s Mandate 

As mentioned in a previous chapter,^ the new Govern- 
mcnt had been given a “ doctor s mandate ” to restore 
confidence in Great Britain. 

There must always be difference of opinion as to the 
precise purposes for which a politician seeks office, and the 
more experienced the politician the more uncertain he 
will be in his own mind as to what will be “ practical 
politics *’ when he exchanges the freedom of the platform 
for the limitations of Whitehall. ^ Events have shown 
that the “ doctor’s mandate ” meant different things to 
different people, but we are more concerned in this narrative 
with what actually happened than with what certain 
prominent politicians thought should have happened. 

What actually happened was simply that one thing led 
to another, and a government formed in the first instance 
cliicfly for the purpose of dealing with the financial crisis 
inevitably found itself obliged to formulate policies dealing 
with commerce and industry as a whole. The Nation^ 
Doctors, hastily called in consultation in order to deal 
with an acute case of financial haemorrhage, applied tourni- 
quets, but could hardly leave the patient in that condition. 
Probably as much to their own surprise as to the irritation 
of some of their colleagues and all their enemies, the doctors 
set about making a New Man of tlie economy of Great 
Britain. Writing towards the end of 1934 it was possible 
to discern two, and perhaps three, headings under which 
it will be convenient to consider those activities of the 
National Government which were primarily intended to 
have beneficial effects upon the internal situation of Great 
Britain. These headings are : 

I. The restoration of financial stability. 

^ Chapter XX, 

* It was to be the art of Franklin Roosevelt from J933-14 to make a high 
political virtue out of extreme inconsistency. 
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z, The stimulation of commercial and industrial recovery* 
The possibility of a third heading was mentioned because, 
as we mall sec, the various measures put into force as part 
of the drive to assist finance and commerce, might, if 
considered as a whole, be taken as evidence that between 
1931 and 1934 the National Government was engaged in 
laying the foundations of a British Planned Economy. 

To put it as bluntly as that would, however, be doing 
scant Justice to the appetite for Socialism displayed by the 
British people on the prescription of a government sup- 
ported by a majority chiefly composed of “ Conservative ” 
members. Let each consider the record of events, and those 
who care to call it Planning can do so and leave the indi- 
vidualists to call it common sense. 

3. The Restoration of Financial Stability 
(a) Balancing the Budget 

It has already been pointed out^ that the publication 
of the May Report (July 31st, 1931) with its estimate of 
a budgetary deficit of nearly jCi 20 million for 1932, seriously 
aggravated the crisis in Great Britain, and, since the Labour 
Government of the day failed to agree on the methods 
by wliich the budget deficit should be redressed, the first 
National Government was formed on August 24th, 1931. 

After the House of Commons had adopted, on September 
15 th, supplementary budget resolutions designed to produce 
by drastic measures a small surplus for 1931-32, it was 
decided to appeal to the country for an endorsement of 
the policy indicated. When the second National Govern- 
ment was constituted after the General Election, Mr. Phihp 
Snowden was succeeded at the Exchequer by Mr. Neville 
Chamberlain, a Chancellor of rigid orthodoxy and somewhat 
bleak outlook who determined to balance his budget even if 
it meant retaining heavy taxation and keeping expenditure 
down to the minimum. In this determination Mr. Cham- 
berlain was but continuing the crisis poHcy of his pre- 
decessor, Mr. Snowden. 

* Qiapter XX. 
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By 1034 this orthodox financial policy was beginning 
to reap its reward and Mr. Chamberlain was able to open 
a budget which revealed that, thanks to a surplus of over 
j(j30 million for the period 1933-34, the Chancellor could 
make a beginning with the relief of taxation. This state 
of affairs appeared to be a triumphant vindication of the 
policy of saving one’s way out of a depression rather than, 
as advocated by the exponents of inflationary measures, of 
spending one’s way to prosperity. It is our view that it 
is dangerous to dogmatize in this matter, and that each 
case must be judged on its merits and with due regard 
to the national psychology of the people concerned; the 
nature of the economic structure of their society; their 
form of government and state of political education ; and, 
perhaps above all, the scope which exists in any particular 
case for productive public expenditure. 

The adherence ot successive British governments to strict 
canons of public finance during the post-War period is 
shown by the following summary of United Kingdom 
budget surpluses and deficits : 

SUMMARY OF BUDGET ACCOUNT ^ 

(cxx)’s omitted) 



Rei'Ctiue 

Expenditure ® 

Surplus 

Dejidt j 

! 


l 

l 

L ' 

I 

^ ! 

I9I3-I4 . 

198,243 

197,493 

f 750 

. . 1 

1924-25 . 

799,436 

19^.111 

+ 3,659 


1926-27 

805,701 

84^,395 


~ 36,694 1 

I927-2S 

842,824 

838,585 

+ 4,239 


1928-29 . 

836,435 

818,041 

+ 18,394 

1 


814,970 

829,494 

1 

- 14,524 1 

1930-31 . 

857,761 

' 881,037 


- 23,276 1 

1931--32 . 

851,482 

851,118 

+ 364 1 

1 

» ) 

1932-33 . 

827,031 

830,354 * 

' 1 

-3.323* 1 

1933-34 . 

809,379 

' 774,927 ^ 

+ 34^52 



^ See Economist Budget Suppiementy Apni 14th, 1934. 

® Includes allocations to Sinking Fund. 

® Excluding war debt payment to America, and the defiaency of £ jy ^ 
million in the allocation originally made for Sinking Fund. 

* Disregnrdmg war debt payments of £3*3 million to America. 
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In considering the result obtained by 1934, the following 
fiiaors must be given due weight. The abandonment of 
the gold standard and the consequent depreciation of the 
£ acted as a stimulant to exports; the special efforts 
which were made by the British taxpayer to meet his 
obhgations even when, as was the case in 1931, both the 
level of direct taxation was raised and the speed at which 
it had to be paid was increased ; ^ the increase in revenue 
which came about as a consequence of protective duties ; ® 
and the saving of expenditure in the National Debt charge.* 
Another economy which assisted the British Government 
in its efforts to cut its coat according to its cloth was the 
decision gradually to default on payments of its war debt 
to the U.S.A. In 1933 a token payment was made. Since 
1934 no payment has been made. 

That the National Government’s financial policy had 
triumphandy restored the shaky pillars of British credit was 
universally admitted by 1933. Both revenue and ex- 
penditure had shrunk considerably, but unlike most other 
countries Great Britain had succeeded in reducing ex- 
penditure faster than the revenue had declined. In 1934 it 
appealed as if the British, in so far as the state of government 
finance was concerned, were well situated to exploit any 
possibilities of expansion which might present themselves. 
But as we shall see, although expansion did take place in 
the domestic market, world trade, for reasons largely beyond 
the control of His Majesty’s Government, continued to 
languish, or at the most to make feeble and unconvincing 
attempts to raise its diminished head. One of the most 
important of the financial achievements of the National 
Government was the Conversion Scheme, a tour de force 
which deserves further mention. 

^ Three-quarters of tiie tax due had to be paid in January. This was part 
of the Snowden plans in September 1931. 

• During the year 1931-33 the Exchequer received million from duties 

imposed by the National Government. 

• In 1930-31 the total National Debt charge amounted to £^60 million ; for 

1933-34 me comparable figure was million, a sum which included a 

token payment of £y'^ million to the U.S.A. on account of war debt. The 
ptmapai reason for this decrease in the annual charge for the service of the 
National Debt was the great Conversion Scheme which is described below. 
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(b) The Great Canversion 

Ever since 1929 a tremendous volume of over 
/2, 000, 000, 000 of 5 per cent. War Loan had been redeem- 
able at the Government’s option, and successive Chancellors 
of the Exchequer had looked with hungry eyes at the 
possibility of converting this immense mass of debt to 
a lower rate of interest. Mr. Snowden laid plans for this 
feat, but the crisis obliged him to return them to their 
pigeon-hole in the Treasury. It was to be the good fortune 
of Mr. Chamberlain to take them out and sponsor the 
greatest Conversion Scheme in the history of the world. 

In deciding upon this venture the Chancellor had to 
remember that though the rewards of success would be 
magnificent, so disastrous would be a failure — jeopardizing 
all the salvage work hitherto undertaken for British credit — 
that it was essential not to move until success was as certain 
as anything can be in an uncertain world. 

A successful conversion would lower the annual charge 
for the service of the National Debt, and would also 
inaugurate in Great Britain a period of cheap credit which, in 
the opinion of the Treasury, w^as the essential prerequisite for 
business recovery. Moreover, success would have important 
international effects, partly because a good deal of foreign 
money was in the loan, but chiefly because of the fact that 
if Great Britain could successfully convert ^2,000,000,000 
debt at 5 per cent, to 4 per cent, or even 3f per cent., 
other countries whose budgets were burdened with heavy 
debt charges might be encouraged to go and do likewise. 

Some argued that the task of converting to lower rates 
of interest the great debt structures wliich the World War 
left as gigantic and oppressive memorials, whose shadows 
darkened the lives of the taxpayer in many lands, was 
one which could not be done on a voluntary basis. Default, 
naked and unashamed, had taken place in Germany, Russia 
and elsewhere, and it was said that debts so extraordinary 
and unproductive were beyond the pale of the ordinary 
standards of sanctity of contract. Might not such debts 
be regarded as financial outlaws ? 
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This was not the view of His Majesty’s Government in 
London, although — as we shall see — His Majesty’s Govern- 
ments at Canberra in Australia and in New Zealand were 
prepared to compromise between sanctity of contract and 
economic necessity. The London Government held that 
their Conversion Scheme must be of a voluntary nature if it 
was to produce its maximum effect psychologically as well 
as financially. 

The ground was carefully prepared by the Treasury and 
the Bank of England, working in conjunction with the 
leading financial institutions. On June 30th, 1932, the 
bank rate was reduced to 2 per cent. — the lowest figure 
for thirty-five years — and it was clear that zero hour had 
arrived. The same afternoon the Chancellor announced 
his plan to the expectant and eager House of Commons. 
In essentials it was an offer to holders to convert their 
bonds into a new loan yielding 3J per cent, and redeemable 
in 1952.^ Next day there began a sustained and vigorous 
campaign, in the Press, by broadcasting and from platforms, 
designed to persuade the three million holders of 5 per cent, 
loan that on grounds of patriotism and self-interest it was 
thdr duty to convert their holdings. In addition the 
Treasury removed the temptation to demand repayment 
at par by intimating that it was the wish of His Majesty’s 
Government tliat for the rime being the market should be 
closed to new capital issues. Such a request, though of no 
legal validity, had in Great Britain an effect equivalent to 
thit of a government decree abroad.^ This tradition gready 
perplexes foreigners.® The conversion was an immense 
success, and by July 31st ^1,850,000,000, or approximately 

^ At the end of 1934 this loan was quoted at a premium of per cent., but 
the decision to drop from 5 per cent, to 3^ per cent, in 1932 was an act of great 
courage and faith. 

* Cf. the action in December 1934 of the Chancellor of the Exchequer in 
refusii^ to allow capital to be raised to start a new line of cheap-fare Trans- 
Atlantic liners on the grounds that this would create competition unfavourable 
to the profit-making capacities of tlie White Star-Cunard liner Qmen Mary, 
in whose financing the Treasury had become involved. 

• “ The student of government who assumes that British Constitutional theory 
can be applied at will in any country misses the fact that it could not be success- 
fully apj^ied even in Great Britain if it were not modified in a hundred ways 
by unwritten laws and tacit conventions.” (Joint Committee on Indian Con- 
smunomtl JUform, Vol. I, 1934, p. 7*) 
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90 per cent, of the Loan, had been converted. The achieve- 
ment created a tremendous sensation in all the important 
financial centres of the world, and was a most impressive 
example of that underlying unity of purpose of the people 
of the United Kingdom which is only mobilized and 
revealed to the world at times of national emergency such 
as occurred when Belgium was invaded in 1914; during 
the General Strike of 1926; and during the crisis of 1931 
and the Conversion operation of 1932. There must be 
one final reflection before we leave this subject — however 
gratifying the success of the operation, such sentiment was 
tempered by the thought that a conversion on this scale 
was only possible because business was at a very low ebb, 
and the demand for money was stagnant. The existence 
of nearly 3,000,000 registered unemployed was one of 
the signs that the right moment for a successful Conversion 
Scheme had arrived. 

The Conversion Scheme was not the only important 
financial achievement carried out by the British Government 
during 1932. Two other transactions must be noted. The 
credits which had been raised in France and the U.S.A. 
in August 1931 in order to try to save the jT were repaid 
and the Exchange Equalization Account was set up. 

(c) The Exchange Equalization Account ^ 

The operations of the Account were kept secret, and 
for this reason it became one of the chief mysteries of 
international finance. Many foreigners believed that it 
existed and operated in order to manage ” sterling in 
the interests of the British exporter. The truth seems to 
be that so far as it “ managed ” the sterling exchange, it 
did so by endeavouring to counteract short-term speculative 

^ 1 am indebted in this section to the supplement of The Economist^ May 5th, 
1934, written by Mr. N. F. Hall. See also The Exchange EquaU^ation Account^ 
by N. F. Hall, 1935. 

Note added in iqsS : By tlie end of the period covered by tlie one-volume 
edition of this work, tlie device of the Exchange Equalization Account had 
established itself as an integral and apparently permanent feature in British 
constitutional practice. Its size had been enlarged to ^[575 million and through 
its operations The Treasury dominated “ The City to a degree which caus^ 
much shaking of heads amongst nineteenth-century Liberals. France and the 
U.S.A. also adopted this device. 
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opmtions in the foreign exchanges, whilst leaving un- 
trammelled the operadon of natural and long-term forces 
on the external value of the /. The British Government 
announced that the purpose ofme operations of the Account 
was to smooth out minoc fluauations in the exchanges 
without attempting artificially to prevent major movements 
such as are caused by seasonal demands. Secondly, there 
is no reason to suppose that the British Treasury believed 
that over any period of time an artificially depressed ^ 
was or could be of lasting benefit to British industry. 
What the exporter needed was a stable exchange rate or 
the nearest approach thereto which could be obtained. 

The Exchange Equalization Account has been a 
“ governor ” on tlic machine of foreign exchanges, not 
a stop-valve or an accelerator. 

An unnecessary amount of mystery was created as to 
the source from which the Account derived its funds. It 
was decided that it should start with ;{[i50 million and in 
the Budget of 1933 this was increased to £}50 million. 

This money was raised in the following manner. The 
Government issued Treasury Bills to the Fund up to £iSO 
million and the Fund sold the Treasury Bills on the market 
as and when it needed money in order to buy foreign 
exchange or gold. 

In fact all that happened was that a new government 
department entrusted with the duty of counteracting 
speculation in foreign exchange received authority to borrow 
on short-term loans a sum up to £350 million for the 
carrying out of its functions. 

Web lavc already mentioned in Chapter XV that one of 
the financial problems of the post-War world was the 
existence of so-called “ bad ” money which rushed about 
the world in search of a safe political and economic 
refuge, and in so doing rocked the boat of international 
stability. 

The Macmillan Committee had pointed out that as 
compared with pre-War days : 

tendon is now practising international deposit banking 
as distinct from international acceptance business, and the 
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deposits associated with this are on a larger scale than in 
pre-War days.” * 

The important difference between the two forms of 
banking mentioned above is that the acceptance business 
is self-hquidating because in essence it is simply a process 
by which the banking system places funds at the disposal 
of a merchant for a period of, say, ninety days, pending 
the conclusion of a commercial transaction which will 
produce funds for repaying the debt. But in the case 
of the deposit business, for reasons which are too technical 
to be discussed in this book, it may not be possible for the 
London money market to make sure that its holdings of 
gold and immediately realizable foreign assets are suffi- 
ciently large in proportion to its deposit liabilities. 

It was this state of affairs which made it impossible 
for the ^ to stay on gold in 193 1, because when the foreigners 
demanded the repayment of their short-term deposits 
there was not enough gold to pay them back, nor could 
London realize her assets abroad [e.g. in Germany and 
Central Europe) sufficiently quickly to obtain funds by 
that method. These remarks, supplementary to what has 
been written on die subject in earlier chapters, have been 
made as a preliminary to stadng that in 1932 foreign 
balances were once more winging their way to London. 

It is a striking example of die rapidity with which 
sentiment will cliange in Our Own Times, that within nine 
months of the autumn of 1931, when the British was 
forcibly detached from gold, when foreign balances were 
flying from London, when all seemed lost save British 
honour, and some foreigners had trouble in discerning 
where even that could be found, within nine months, even 
within six months of September 1931, the Exchange 
Equalization Account was obhged to sell sterling and pur- 
chase gold and foreign exchange to be held as assets against 
the foreign deposits which were once more seeking the 
shelter of London. Incidentally the Account resold some 
of the gold it thus acquired to the Bank of England, thus 
increasing the basis of credit in Great Britain and so helping 

^ Crad. 3897, para, 349. 


437 



Our Own Times 


to create the easy money conditions indispensable to the 
success of the Conversion operation. Put another way, 
the existence of the Exchange Equalization Account enabled 
the incoming foreign funds to be linked to the Treasury’s 
general policy of stimulating recovery by creating and 
maintaining a supply of cheap credit for business purposes. 
The future of this new instrument of financial policy is 
uncertain, for the answer to that question depends upon 
when and how the foreign exchanges arc stabilized.^ 


4. Stimulation of Trade and Industry 

The financial measures outlined in the preceding pages 
were means to an end, that end being the restoration of 
the industry and commerce of Great Britain, and just as 
in the period 1921-31 ® the efforts of the Treasury towards 
restoring and maintaining the gold standard were supple- 
mented by the Board of Trade’s struggles for freer trade, 
so during the period 1931-34, whilst the Treasury was 
working in the manner already described to balance the 
Budget, restore confidence in the / and inaugurate an 
era of cheap credit, the Board of Trade was simultaneously 
at work on behalf of commerce and industry. But here 
the parallel must cease, for whereas during the 1921 -31 
period the policy of Great Britain was still that of free 
trade on a gold-standard basis, during the years 1931-34 
she was forced not only off the gold standard, but into the 
ranks of the Protectionists. In addition a new feature 
arose in British domestic policy, and that was a deter- 
mination “to do something ” for home agriculture. In 
short, the National Government began, in a tentative, 
experimental and empirical manner, to Plan Industry and 
Commerce. 


(a) The Fiscal Revolution 

Soon after the formation of the National Government 
a Cabinet Committee sat down to examine the state of 

' For some possibilities sec Chapter XXXVII. 

* See Chapters XV and XVI. 
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the United Kingdom Balance of Payments on Foreign 
Account, or Balance of Trade ** as it is sometimes 
inaccurately called. 

They reached the conclusion that whereas in 1929 there 
had been a credit balance of about ;£ioo million, there was 
a debit balance of about the same amount for the year 1931. 

A glance at the table given in the preceding chapter 
will snow that whereas the value of the excess of imports 
of goods had risen from >{^381 milhon in 1929 to ^£408 
million in 1931, the value of net invisible exports over 
the same period had shrunk from ;£484 million to £^^04. 
million. 

In other words, between 1929 and 1931 Great Britain 
had widened the gap which always exists between the 
value of the solid (visible) goods she buys and the value 
of the sohd (visible) goods she sells, by j[^2j milhon. This 
would not have mattered at all had it not been for the 
spectacular decline wliich occurred over the same period 
in the value of the services (banking, insurance and shipping) 
she sells and the income she receives from her overseas 
investments. These two items — together with smaller 
items of a similar nature — are die important, and to many 
people, apparently incomprehensible entry in the balance- 
sheet called invisible exports.’* Their value ^ hovered 
between J^449 milhon and ^^484 million amiually during 
the years 1926-29, and it cannot be too often repeated 
that unless the value of these invisible exports is at least 
equal to the difference between the value of the soHd 
(visible) goods Great Britain imports, and the value of 
those she exports, the country will have an adverse balance 
of payments on foreign account. We have seen above 
that it was apparent that Great Britam had such an adverse 
balance in 1931, and that it was in the region of £100 
million. 

It is clear diat the chief cause of this deficit was not the 
fact that Great Britain had imprudently increased her excess 
of imports of merchandise by ^27 milhon, but rather that 
for reasons largely beyond her control she had received 

‘ See Table, Chapter XX, p. 411. 
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about £i%o million le$s in 1931 for her services and from 
her investments than she had received in 1929. 

This is an extremely important point, because the argument 
that in the changed conditions after 1931 it was necessary 
for Great Britain to abandon her traditional policy of 
Free Trade and turn to tariffs was — at the time — largely 
based upon the theory that it was necessary to do so in 
order to check imports of visible goods and so “ restore 
the balance of trade.” It was a bad argument and doubly 
bad in that it had in it a part of the truth. 

Consider a man who finds that he has overspent his 
income in a given year by j£ioo. He examines his accounts 
and observes that he has spent ^100 on clothes as compared 
with £7$ during the previous year whilst other expenditures 
have remained the same. It may be right for him to 
determine to cut down his clothes’ bill, but he would 
indeed be a fool if he did not pay attention to the fact that 
the major source of his trouble is that his income had 
fallen by £75. Moreover, since it should be his principal 
purpose to endeavour to recover this loss of income, he 
will be wise to ask himself whether a deterioration in his 
clothes may not affect his incomc-eaniing capacity. 

The root problem in front of Great Britain in 1931, 
and in 1934 for that matter, was that of increasing her 
income from the “ invisibles ” of shipping, banking and 
investment; but since, as must be freely conceded, this 
problem had in it many factors not under the control of 
Great Britain, we reach the part of the truth mentioned 
above — Le. that the imposition of a tariff was bound, by 
cutting down imports, to have some effect on the adverse 
balance of payments, provided it did not : 

(a) Raise costs in Great Britain so that her exports 
suffered ; 

(b) So further decrease the total volume of world trade 
that British ” invisibles ” suffered. 

This proviso, in itself a large and imponderable proposition, 
was still fiirther complicated by the fact that during the 
period 1931-34, higher tariffs, “quotas” and currency 

ifiiO 



New Britain 


restrictions all tended to obscure ^md delay the workings 
of the normal economic laws. Moreover, the tendency to 
plan, the growing intervention of the state into economic 
life, demands the tariff and, in cases where that is felt to be 
too weak a tool, the quota, as an instrument of control.^ 

Such is the background against which the majority of 
the Cabinet Committee mentioned above came to a 
momentous decision. They recommended that as a step 
towards rectifying the adverse balance of payments there 
should be a 10 per cent, general tariff on practically all 
manufactured and semi-manufactured goods. This pro- 
posal clearly appeared to the Liberal Free-Traders in the 
Cabinet as the beginning of the end of Britain's nineteenth- 
century Free Trade policy, and they protested vigorously. 
But before we see what happened to them we must go back 
a few months in time. 

The National Government was preponderantly con- 
servative in pohtical complexion, and tne stupidest importer 
smelt the coming tariffs. Hardly were the election results 
declared ere a flood of imports descended on the British 
coast. Consequently, as early as November 1931, the 
Government had introduced the Abnormal Importations 
Act as a “ temporary means of preventing excessive imports 
while the Government considered what steps of a more 
permanent nature should be taken." 

The word “ permanent " sounded the alarm in the 
Free-Trade camp, but the Free Traders were doomed. It 
was in vain that they pointed out that since the £ was no 
longer tied to gold, the adverse balance of payments must 
inevitably be redressed by the automatic action of the 
exchanges, because if Great Britain continued to import 
more than she could afford to pay for, the value of the £ 
would decrease and foreign goods would become so 
expensive in terms of £*s that British imports would 
decline. Furtliermore, the Free Traders countered the 
proposition that tariffs would help and protect home 

^ E.g. The Ottawa Agreements or the British Agricultural Marketing Acts 
Would be unworkable without tariffs and quotas, and some would say are 
unworkable with them. 
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industry, with the observation that the depreciated £ 
already gave a large measure of protection to home industry 
and a stimulus to the export trade, whilst tariiFs would raise 
the cost of imported semi-manufactured goods which were 
in fact the raw materials for British export industries. 

So strongly did the Liberal Free Traders in the Cabinet 
feel on this subject that they threatened to resign. The 
breach in the unity of the National Cabinet seemed un- 
bridgeable, since the Conservatives considered that from 
their point of view the general tariff proposals were remark- 
ably moderate. Great efforts were made to find a formula 
which would marry Free-Trade principles to Protective 
practices. The ingenuity of Lord Hailsham is said to have 
been equal to the task and the public were startled to learn 
that Ministers had decided to abandon the doctrine of 
collective Cabinet responsibility and, whilst acting as one 
in such matters as foreign and Indian policy — where no 
difference existed — Liberal Ministers were to be free to 
speak and vote against the Government's tariff policy. 

This alternative to the break-up of die National Govern- 
ment was generally approved by public opinion, although 
the Opposition naturally made as much capital as possible 
out of the constitutional innovation. Tins peculiar ex- 

E eriment although, as we shall sec, it was not destined to 
ist, was a striking testimony to the widespread feeling that 
for the time being “ party ” politics were an inadmissible 
luxury. 

At the beginning of February 1932 the Chancellor of 
the Exchequer (Mr. Neville Chamberlain) went down to 
the House of Commons in order to introduce the Govern- 
ment's proposals for a change in the fiscal policy of Great 
Britain. 

As already mentioned, an Abnormal Importations Act 
had become law in December 1931, and the House of 
Commons settled down to listen to the Chancellor with 
the knowledge that during the brief period wliich had 
elapsed since the imposition of these orders under the 
Act of 1931, imports had declined from million to 
JC62'3 million without any appreciable effect on exports. 
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Hic Chancellor explained that the Govcminent proposed 
to establish a general lo per cent, ad valorem duty on all 
imports except those set forth on a short free list. Meat 
and wheat were to be on this hst. A Tariff Board consisting 
of three independent members was to be established, and 
it would be the duty of this Committee to advise the 
Treasury as to the size and character of additional duties 
which were to be imposed on imported articles which were 
cither luxuries or could be manufactured at suitable prices 
and quantities in Great Britain. The lo per cent, flat rate 
was not to apply to Empire goods pending the conclusion 
of the Ottawa Conference which had been arranged for 
August 1932. 

The Government’s proposals were described as being 
intended to acliieve a somewhat bewildering variety of 
objects. For instance, tliey were expected to raise revenue ; 
to prevent the external value of the from depreciating ; 
to stimulate home industry; to improve the efficiency of 
home industry; to correct the adverse balance of pay- 
ments on foreign account ; to be used as a we^on against 
foreign tariff-mongers ; to be a possible basis for Imperial 
Preference. 

The mamfest inconsistencies in this programme were 
ably exposed by Sir Herbert Samuel, who exploited his 
recently acquired right “ to agree to differ ” with a vigour 
which shocked the Conservatives. He said with justice 
that the National Government had asked for a doctor’s 
mandate, which clearly included the medicine of tariffs, 
in order to deal with the adverse balance of payments on 
foreign account, but that it was now evident that the 
country was to be saddled with a permanent tariff system. 
Mr. Runcinian, also a Liberal Free Trader and President 
of the Board of Trade, disagreed with Sir Herbert on the 
grounds that the situation demanded that every effort 
should be made to guard the stabihty of sterling. Mr. 
Baldwin asked that the House should regard these proposals 
as an experiment, and he took advantage of the occasion to 
warn industry that it must not imagine it could escape the 
need for reorganization under shelter of a tariff. 
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Tbe Import Dudes Bill became law on February aptb, 
193 a — the third reading in the House of Commons was 
passed by 442 votes to 62. February 29th, 193 2> was a 
notable date in British history, since the passage of this 
Bill marked the revival of Protection in Great Britain after 
nearly a century of Free Trade.^ 

The Liberal Free-Trade group in the Cabinet hngered 
on in a pitiable position whilst the Liberal Party in the 
country appeared to be progressing rapidly towards its 
politick demise. At last an event occurred which brought 
the issue to a head. In the autumn of 1932 the Ottawa Agree- 
ments were published.® In the judgment of the Liberal 
Free Traders these measures taxed food, hampered the 
freedom of the British Parhament (London) in the exercise 
of its powers of taxation and jeopardized good commercial 
relations between the United Kingdom and her foreign 
customers. 

Sir Herbert Samuel, Sir Archibald Sinclair and Lord 
Snowden resigned from the National Government. They 
were glad to go ; they were not missed. Mr. Runciman, 
though still declaring liimself a Free Trader, and Sir John 
Simon remained. Mr. Runciman remained in order to 
employ his talents in the making of Trade Agreements; 
Sir John was in charge of the Foreign Office. 

(b) Planned Commerce 

The failure of the World Economic Conference ® in the 
summer of 1933 made it clear that it was fruitless to expect 
any international effort to remedy the depression at that 
time. Witli prudent foresight, His Majesty’s Government 
had not placed all their hopes on this long-awaited and 
much heralded international effort. The Ottawa Con- 
ference had been one safety bet ; bilateral Trade Agreements 
were another, and when the World Conference finally 
collapsed, the British Government turned with redoubled 
energy towards tliis type of trade on the principle that 
half a loaf is better than no bread. 

^ See Chapter XVI, p. 349. 

* Sec Chapter XXUI, p. 510. * See Chapter XXXIl, pp. 680 et 
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The general increase which took place all over the world 
in bilateral Trade Agreements is discussed in Chapter XXXII, 
and here we shall only remark that the principle of these 
Trade Agreements as developed in London was that Great 
Britain, as the largest single importing market in the world, 
said to the countries from which she imported : “ If you wish 
to sell your goods in Great Britain you must guarantee to 
accept a definite quantity of British exports.” 

It is clear that a bargain of this nature between two 
countries would lose its effect if concessions such as lowering 
of tariffs made between the two bargainers were also to 
be shared by other nations. It is of the essence of this type 
of Trade Agreement that it should be discriminatory, and 
since it is the purpose of the Most Favoured Nation Clause 
embodied in one form or another in most of the commercial 
treaties made for many years past to prevent international 
Trade Agreements being discriminatory, it became necessary 
during the period 1931-34 to devise methods of getting 
round the stipulations of this Clause. The method usually 
adopted was that of the quota.^ 

At the end of 1934 Great Britain had negotiated Trade 
Agreements, usually for limited periods of from three to 
five years, with thirteen countries, including Denmark, 
the Argentine, Norway and Sweden, Iceland and Finland. 

In addition to these agreements various special arrange- 
ments both of a commercial and financial nature were 
made with Germany, whose policy was directed towards 
self-sufficiency and the minimum possible payments of 
debts owed abroad.^ The British Government was in a 

^ For example, w e find in die Anglo-Danish I'ntde Agreement of April 24th, 
1933, that Denmark w^as guaranteed 62 per cent, of total permitted imports of ham 
and bacon from foreign c<5untries ; tliat site was given an export quota of butter 
minimum of 2,300,000 cwts. per annum and a pro rata increase if Great Britain 
imports more than 8,100,000 cwts, of foreign butter in a year; also Denmark 
was allowed an export quota of ^ A million great hundreds of eggs per annum, 
and in any case 38 per cent- of the total foreign egg imports into the United 
Kingdom. These concessions were subjert to the proviso tiiat His Majesty's 
Government reserve tlie right to regulate imports in the interest of home pro- 
duction, 80 tliat theoretically Denmark might find herself entitled to send Great 
Britain 38 per cent, of nothing if an embargo was put on foreign e^s. 

In return for these promises for tliree years, Denmark agreed to take not 
less than 80 per cent, of her total coal imports from Great Britain. 

* See Chapter XXVn. 
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strong position to bring pressiire to bear on Germany, 
became Great Britain bought more from Germany than 
she sold to her, although Germany bought more from the 
Empire as a whole than she sold thereto. 

Two further episodes in trade relationships deserve 
mention in this section. One was the conclusion of a 
trade treaty with Russia. The other was a commercial 
dispute with France, following Great Britain’s abandonment 
of the gold standard in 1931. The French Government, 
considering that the depreciated £ would give an unfair 
advantage to British exporters, imposed a 15 per cent. 
ad valorem surtax on a wide range of British goods, and also 
a special import turnover tax which did not apply to goods 
from all countries. 

The British Government protested that this constituted 
a breach of the Most Favoured Nation Clause in the Anglo- 
French Commercial Treaty of 1882, and threatened retSia- 
tory measures. It was remembered in Great Britain that 
when the French franc had been depreciated during the 
period 1925-28 there had been no discriminatory tariff in 
the United Kingdom against French imports. 

In January 1934 tlie French Government, which was 
seriously concerned by the adverse balance of France’s 
payments on foreign account,^ an adverse “ Balance of 
Trade ” primarily due to the fact that France was adhering 
to the gold standard, decided to cut down her imports 
by using the weapon of the quota. She reduced the existing 
quotas on British imports by 75 per cent., and though this 
ruhng applied to imports from aU countries it was not 
long before the British observed that the quotas of imports 
from the U.S.A. and Belgium had been restored to the 
100 per cent, level in return for special benefits given to 
French imports by those countries. His Majesty’s Govern- 
ment at once protested against this discrimination, and on 
February 12th, 1934, h was aimounced that there would be 
a 20 per cent, addition to existing duties on French goods 
in order to reduce imports from France by an amount 
equal to the effect on British exports which had been pro- 

^ See Chapter XXIV, p. 525 
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duccd by the French policy. The French then denounced 
the Commercial Treaty of 1882, and a tariff war was in 
being. 

Fortunately, counsels of moderation were at work on 
both sides of the Channel, and in June 1934 a provisional 
agreement was signed whereby : 

[a) All French quotas on British goods were restored 
to 100 per cent. 

(fc) The British withdrew their 20 per cent, surtax. 

(c) The French agreed not to reduce their imports of 

British coal. 

(d) The British conceded tariff reductions on a variety 
of French exports. 

As wc shall see in a later chapter, the episode just described 
was typical of the kind of negotiation which was taking 
place during the years 1933-34 between pairs of countries 
all over the world — to the great detriment of that triangular 
and muld-latcral commerce which had been the foundation 
of the world’s economy in the pre-War period. Whatever 
advantages such bilateral agreements might seem to bring 
to the two countries concerned, it was almost impossible 
to conclude such arrangements without doing harm to the 
commerce of other nations. In defence of the part played 
by Great Britain in this business of bilateral and dis- 
criminatory agreements it can be said that the British 
Government took up the attitude that they would have 
preferred to make all-round agreements, but in the cir- 
cumstances of 1933-34 these were impossible, and that 
in proof of their hope that the world would return to 
freer trade, it was to be observed that in most cases the 
British Trade Agreements were only signed for a period 
of tlirce years. 

An examination of the British Agreements reveals the 
fact that whenever they deal with an agricultural import 
they include a clause which states that notwithstanding the 
quota figures in the Agreement, His Majesty’s Government 
reserve the right to regulate all imports in the interests of 
the home production. This clause was inserted as part 
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of that policy of assisting United Kingdom agricultute 
which was vigorously pursued by the National Government. 

(c) Planned Agriculture 

At various times during the post-War period, suggestions 
had been made that “ sometlnng should be done for the 
home farmer,*’ and as far back as 1918 the manifesto 
of the coalition group which won the ** khaki election ” 
included the words : “ The War has given a fresh impetus 
to agriculture ; this must not be allowed to expire.” 

When the National Government came into power, and 
more especially when the energetic, ex-Fabian Mr. Walter 
Elliot became Minister of Agriculture and Fisheries, it was 
expected that vigorous action would take place. These 
expectations were not disappointed, so much so that it has 
been stated that during the period 1932-34 Mr. Walter 
Elliot put the farmers on their feet whilst they were still 
standing on their heads. 

Whatever may be the economic merits of the surprising 
and radical measures which have been adopted to ” plan ” 
agriculture in the United Kingdom, it is probable that the 
socialistic measures we are about to describe could only 
have been put across the agricultural front by a government 
predominandy Conservative in its political make-up. 
Moreover, the agricultural experiments of the National 
Government have an importance wliich transcends their 
immediate purposes of 

h) increasing the incomes of United Kingdom farmers ; 

(b) increasing the numbers of the rural population ; 

(r) decreasing the dependence of Great Britain on over- 
seas food supplies. 

The real importance of these experiments is that they 
represent a large-scale attempt to plan an important industry, 
an industry notorious for its unorganized condition and the 
individualistic oudook of its members. Success will 
certainly serve to encourage further state intervention into 
other industries; failure will be used as an argument 
against “ planning.” 

^ mO 
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The main principles followed in the efforts to plan 
United Kingdom agriculture were : 

1. Reorganization of production and marketing in Great 

Britain. 

2. Control of imports. 

The principle of reorganization of production and 
marketing was applied through the Marketing Act of 
193 3 > which was an extension of i Marketing Act introduced 
in 1931 by the Socialist Minister of Agriculture (Dr. 
Addison), Both Acts were based on the theory that it was 
the duty of the state to create conditions which would 
enable the agricultural industry to govern itself. There 
was general agreement that the chief obstacle to the self- 
government of agriculture — or any other industry for that 
matter — was the fact that any plans for reorganization 
could be nullified by the activities of a small minority. 
For example, various attempts had been made to organize 
the Hops Industry, and 92 per cent, of the growers had 
agreed to participate ; but so long as 8 per cent, remained 
outside the scheme it could not tvork. 

The 193 T Act endeavoured to overcome this difficulty 
by laying down that if a two-thirds majority of producers, 
both as regards numbers of producers and total volume 
of production, agreed to a scheme for the better regulation 
of their industry, Parliament could, in approving the 
scheme, give the two-thirds majority legal power to force 
the minority to adopt the plan. 

There was, however, another difficulty in the way of 
reorganization which was not dealt with by the 1931 Act, 
and that was the complaint of the farmers tliat it was useless 
to attempt to regulate production and marketing in Great 
Britain because under Free Trade the British price of food- 
stuffs was governed by the world price, and since, owing 
to the crisis, world agricultural prices were exceptionally 
low, the United Kingdom was the dumping ground for 
the export surplus of world agriculture. 

Witn the advent of the National Government and the 
abandonment of Free Trade the century-old obstacle to 
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the protection of British agriculture was removed. The 
Agricultural Marketing Act of 1933 — ^Mt. Walter Elliot’s 
Act — promised the farmers all that was in the Act of 1931 
plus the important concession that if they would orgatiize 
their industry in its several branches the state would regulate 
imports. 

This regulation of imports was carried out either by 
tariff protection or by quantitative restriction of foreign 
supphes embodied, as we have seen in the preceding pages, 
in the Trade Agreements made with various countries. In 
certain cases, such as that of the Dominions, where regulation 
by defimite quotas was considered impracticable, voluntary 
arrangements were made with the exporting countries to 
regulate their supplies. In return for this regulation of 
imports it was made clear to home producers that the 
reorganization of the various branches of agriculture was 
not only to be encouraged but to a large extent enforced. 

By the end of 1934 schemes were in force under the 
Agricultural Marketing Act of 1933 to regulate the pro- 
duction of Hops, Pigs and Bacon, Milk, and Potatoes; 
and plans for controlhng additional commodities were in 
preparation. It would be out of place in this book to 
attempt a description of the details of these schemes, which 
were still in the experimental stage at the end of 1934. 
The powers under die Act of 1933 were extensive and may 
be summarized as follows ; 

“ Any persons who satisfy the Minister that they are 
substanrially representative of the producers of an agri- 
cultural product in a given area (cither the whole or a 
part of Great Britain) may submit a scheme for regulating 
the marketing of that product in diat area. The product 
may be either primary (such as beef, hide, eggs, oats, or 
raspberries) or secondary (such as refined sugar, canned 
peas, bacon, cheese, or beer). The scheme must provide 
for a register of producers of the regulated product, 
for a vote to be taken whether the scheme is to stay in 
force, for the constitution of a Board elected to represent 
registered producers, for fines, and arbitration in cases 
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of dispute, for establishing a fund by contributions from 
the producers, and for borrowing, lending, or guaran- 
teeing money. Power may be taken under the Act for 
the Board to buy, sell, advertise, transport, grade, or 
manufacture the regulated product, and to organize 
statistics, research, education, co-operation or inspection 
in connection with it. Two or more Boards (one 
marketing a primary product and die second a secondary 
product wholly or mainly derived from it) may combine 
to establish a Development Board with wide powers 
over the industry, including the reduction, suppression, 
or prevention of redundancy in productive capacity. An 
important part in the experiment has been played by 
the Reorganization Commissions, consisting of men and 
women chosen for general capacity in business, account- 
ancy, research, administration, and so forth, who draw 
up long and thorough reports after exhaustive study with 
the resources of the Ministry of Agriculture behind them. 
On such reports the leading schemes have been based.” ^ 

At the end of Our Own Times at least two of the schemes, 
those for Milk and Bacon, were experiencing difficulties. In 
the case of Milk an increase in production — due to assured 
profitable prices — had not resulted in a corresponding 
increase in consumption, notwithstanding the grant of a 
Treasury subsidy for the provision of milk to school 
children. As has been aptly remarked ^ “ The Milk Mar- 
keting Board has much to congratulate itself upon; but 
it has done nothing to remove the fundamental absurdity 
of the scheme, by which the taxpayer and consumer arc 
both mulcted in order to encourage die expansion of a 
‘ surplus ’ that has to be sold below cost of production.” 
The Bacon scheme during 1934 was in danger of col- 
lapse owing to die failure of farmers to contract for 
the supply of the necessary number of pigs to the bacon- 
curing factory. One result of this scheme had been a 
sharp rise in the price of bacon to the consumer, and a 

^ Extract from Planning, No. 32, July 31st, 1934. 

2 Econonmt, December ist, 1934. 
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payment by the British public to the Danes of a larger sum 
of money tot a smaller quantity of bacon. 

At the end of 1934 h was too soon to pass judgment 
upon the workings of the Agricultural Marketing Schemes, 
but there were suspicions that they suffered from the fact 
that it is difficult to plan ” in a half-hearted manner, 
“ to plan *’ for producers and not plan consumption. 
Moreover, these schemes were almost totally devoid of 
adequate safeguards for the consumer; they were funda- 
mentally producers’ monopolies, and it was doubtful 
whether in return for the monopoly the state had insisted 
upon adequate reorganization of the industry.^ 

In addition to the main line of policy whose general 
nature has been outlined above, special measures were 
taken to protect or develop certain branches of agriculture 
which for various reasons proved difficult to deal with on 
general lines. The problem of assisting the wheat producers, 
always a delicate question in an industrialized Britain, 
where there was strong pohtical opposition to anything 
remotely resembling a tax on bread, was met by the Wheat 
Act of 1932. Tliis Act, which ensured to the home producer 
a minimum price for his corn, provided for by a processing 
tax on the milling industry, gave considerable satisfaction 
to an important section of agriculturalists at a comparatively 
slight charge to the consumer. ^ The difficulties of another 
important section, the meat producers, were less easy to 
solve, since their chief competitors were the Dominion 
exporters and those of the Argentine, a country in wliich 
Great Britain had considerable financial interests. Pending 
a permanent solution of this difficult and delicate problem, 
a subsidy of £2 million was given in 1934 to British beef 
producers. 

Of the other special case, that of the beet sugar industry, 
a branch of agriculture encouraged in Great Britain after 


^ The Sea Fish Commission's proposals (December 1934) the reorganization 
of the herring industry showed a great advance in the direction of comprehensive 
control of all sections of the industry by the state. 

* In so far as the price of bread was concerned, but the United Kingdom 
wheat farmers received just over £7 million during the cereal year 1933-34 and 
this was really paid by the consumer dirough the levy on flour. 
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the War to the possible advantage of East Anglian farmers 
at the expense not only of the Exchequer, but of the cane 
growers of the colonies, all that need be said was that the 
National Government decided to continue this notorious 
subsidy pending some agreement between British sugar 
growen and refiners to rcheve the Exchequer at the expense 
of the consumer. 

It was remarked near the begimiing of this chapter thsCt 
in a broad sense the general philosophy underlying the 
economic policies of the National Government was in part 
of a “ planning ” nature. Too much emphasis must not 
be laid upon this tendency. In retrospect, the unexpected, 
the empirical and the expedient tend to take up their 
positions in a framework of evolution which was invisible 
at the time of the events. In a general way the National 
Government were conscious of the fact that they possessed 
a doctor’s mandate to readjust conditions in Great Britain 
to the needs of the twentieth century, but they would not 
have been a British Government — and Mr. Stanley Baldwin, 
the moral core of the National Government, is a very 
considerable Enghshman — had they not waited on events 
and adjusted themselves to circumstances in preference to 
playing about with Five-Year Plans or New Deals. It may 
even be doubted whether the crisis of 1931 and the advent 
of tlic National Govenimcnt had any more cfi'ect on the 
long-term evolution of the British economy than to speed 
up that development of state intervention in economic Hfe 
wliich, as we have noted, ^ constituted one of the more 
permanent and widespread results of the War. 

It is probable, just as in 1919--20, that as the crisis passes 
the state will have to withdraw from some of its advanced 
positions, but will nevertheless retain a net gain over private 
enterprise. It should therefore be remembered when con- 
sidering those activities of the National Government now 
to be described, that in most cases they were but a develop- 
ment of tendencies which had long been apparent. 

^ Chapter XIV, p. 313. 


453 



Out Own Times 


(d) Planned Industry 

The world crisis had an influence on the development 
of British industry similar in kind, if not in degree, to that 
produced in the agricultural sphere. But whereas the 
planning of agriculture was largely one of development, 
the planning of industry in a highly industrialized country 
siich as Great Britain necessarily involved nothing less than 
the complete reconstruction of the national economy to 
meet the altered conditions of a world in which the free 
interchange of goods was being reduced to a minimum. 

The financial crisis of 1931 focussed the limelight of 
public interest and apprehension upon the difficulties which 
had beset British industry ever since, and even before, the 
War, and served to lend impetus to developments which 
had long been in progress. A foreign commentator^ 
writing in 1931 remarked that “British Industry is like 
a primeval forest, where old decaying trees arc surrounded 
by young saplings. Certain branches of industry have 
made remarkable technical progress during and since the 
War, but in others one still finds machinery for which the 
proper place is a science museum.” Although this writer 
failed to make due allowance for the British powers of 
improvization and adaptation to meet new conditions, there 
was considerable truth in his allegation. British industrialists 
were slow to realize cither the extent, or the permanence, of 
the changes which had taken place, and could not reconcile 
themselves to more than a temporary loss of the former 
markets for British exports. An outstanding example of 
this attitude was to be found in the prolonged depression 
in the cotton trade, due in large measure to the competition 
of Japan in markets formerly regarded as a close preserve 
for Lancashire exports. That this newly industrialized 
country could beat Lancashire at her own game was, as is 
mentioned in a later chapter,® due at least in part to the 
lack of organization in the British cotton industry. As 
with cotton, so with coal, iron and steel, shipping, and in 

^ England* s Crisis. Siegfried. 1931. 

* Chapter XXXI, Tiie Far East, pp. 666 et seq. 
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fact all the basic industries which had been built up in 
Great Britain during the nineteenth century to supply the 
needs of a world market. 

This state of affairs had been a source of anxiety to all 
the successive governments of the post-War era. There 
were recurrent demands for “ Rationalization/’ and as the 
unemployment figures — that unmistakable symptom of 
disease in the body economic — steadily mounted, a 
growing volume of opinion urged that the necessary 
reorganization could not be achieved without some degree 
of state intervention. But it was not until the financial 
crisis of 1931 that the man in the street, alarmed by reports 
that Great Britain was “living on her capital,” and was 
“ on the verge of bankruptcy,” began to suspect that 
drastic reorganization was needed in various branches 
of British industry. A growing number of people 
abandoned their traditional attitude of hostility towards 
government “ interference ” and demanded that British 
industry should be treated, not as the happy hunting-ground 
of individual enterprise, but as a national asset involving the 
welfare of the community as a whole. Tliis is not to say 
that there was a universal outcry for wholesale nationaliza- 
tion. Far from it. But there was a demand for state 
regulation of industry m one form or another, an expression 
of the need to Plan, 

The first step in tins direction was the abandonment of 
Free Trade in 1932 following upon a series of tentative 
experiments with “ Safeguaring.” Without embarking 
upon the highly controversial question as to the benefits 
or otherwise bestowed on British industry by this change 
of policy, it is interesting to remark that whereas in the 
case of agriculture, restriction of imports was made con- 
tingent upon reorganization on lines either already approved 
or in course of preparation, in the case of industry, protection 
was given almost unconditionally.^ There was a large 
measure of agreement with the statement of Mr. J. M. 
Keynes that “ we wish — for the time at least and so long 

^ The steel industry was mildly admonished and told that its protective tariff 
was dependent on reorganization of the industry. 
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as tht present transitional, experimental phase endures — 
to be our own masters and to be as free as wc can make 
ourselves from the interferences of the outside world/' ^ 

The experiments in industrial planning wlxich began 
behind the shelter of this national barricade fall into two 
main categories : 

(<j) the extension of state control over the public utility 
services, and 

(i) the placing of the authority of die state behind agree- 
ments on reorganization reached by a majority vote 
in any industry. 

The growth of public control and management, whcdicr 
by the central government or by local authorities, of utility 
services such as posts, telegraphs, water and gas under- 
takings and so forth, was noticeable many years before the 
period covered by this survey. Such developments as 
occurred during Our Own Times, and particularly during 
the crisis years, were actuated chiefly by the desire to 
prevent wasteful competition between various branches of 
an industry. Among the most noteworthy were the efforts 
made to regulate the competition between various forms 
of transport, especially between the railways and the roads. 

Between 1918 and 1933 the number of motor vehicles 
in Great Britain increased from 189,000 to zf million, and, 
thanks to considerable pubhc contributions to the upkeep 
of die roads over and above die part of the costs borne by 
the owners of motor vehicles, the charges for road transport 
based on competitive costs were by 1933 some 20--30 per 
cent, below chose of the railways. The railways, burdened 
by expensive capital equipment and further hampered by 
the restrictions on railway rates imposed in the Act of 1921, 
suffered so severely from the comperition of road transport 
that railway revenue during the ten years 1923-33 fell by 
26 per cent. The first step to regulate comperition was 
taken in die Road and Rail Act of 1930 which divided the 
country into thirteen traffic areas, each under a Traffic 
Commissioner who had authority to license all public 

^ New Statesman and Nation^ July 15 th, 1933. 
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vehicles engaged in the passenger traffic with due regard 
to their suitability for the purpose ; the precautions taken 
to avoid accidents, such as a limitation of hours of work ; 
and the extent to wliich competition with other forms of 
transport was involved. This Act, failing to meet the 
demand by the railways for regulation of the competition 
in the goods traffic, was followed by the appointment of 
a Commission under the chairmanship of Sir Arthur Salter 
to investigate fully the problem of transport. The report 
of tins Commission was embodied — with certain amend- 
ments — ^in the Road and Rail Traffic Act of 1933, which 
extended the hcencc system to cover the transport of goods 
and greatly strengthened the 1930 Act by empowering the 
Traffic Commissioner to revoke or suspend licences in 
cases of non-compliaticc with the regulations. Further, it 
modified the Act of 1921 by permitting the railway com- 
panies, subject to the approval of tlie Railway Rates 
Tribunal, to arrange flat rates with certain classes of cus- 
tomers ; the railway companies were also given the right to 
object to the granting of licences. Yet another step to 
redress the balance of advantage between the two competing 
forms of transport was made in the Budget of 1933, which 
greatly increased the taxation of heavy motor vehicles. 
The coping-stone was laid upon this edifice of regulatory 
legislation by the Traffic Act of 1934, wliich gave the 
Minister of Transport wide powers to regulate road traffic 
in the interests of public safety, and reimposed the speed 
limit in “ built-up areas.” 

Perhaps the most striking features in the planning of 
industry during Our Own Times was the development 
of the “ public concern.” Tliis too was a process which 
had started many years previously, one of the earliest 
examples being the establishment of the Port of London 
Authority in 1909 with statutory powers to regulate the 
traffic of the Port of London. Aftei that date the “ public 
concern,” a typically British compromise by which private 
enterprise, subject to a measure of state supervision, was 
endowed with authority to make regulations which, within 
the limits defined in the constituent Act, should have the 
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force of law* became an increasingly prominent feature in 
the British industrial system. The organization and powen 
of these bodies varied considerably, but the underlying 
principle was the same, whether in the case of the British 
Broadcasting Corporation, the Central Electricity Board, 
or the London Passenger Transport Board. They were all 
attempts to combine the advantages of private management 
and public supervision for undertakings which were con- 
sidered too vital to the interests of the community to be 
left entirely to private enterprise. 

In the second category of experiments in industrial 
planning, i.e. the lending of state authority to enforce agree- 
ments as to reorganization reached hy a' majority in any 
industry, little progress had been made by the end of 1934. 
But several beginnings had been made which may prove 
significant and are rliercforc worthy of mention. Most 
of the experiments in question were made in industries 
such as coal, iron and steel, cotton, and shipping, which had 
been built up on the basis of free competition in a world- 
wide market. It is not possible in the space at our disposal 
to deal with all of these schemes in detail. Here we will 
confine ourselves to the experiment made in the cotton 
trade, which may serve as a typical case. 

The depression in the Lancashire cotton industry can be 
attributed to a variety of causes, external and internal, 
among which were, on the one hand, the dwindling of 
world markets, the reduced purcliasing power of overseas 
agricultural communities, the competition of rayon, and, 
on the other hand, the failure to rc-cquip and reorganize, 
which was in itself principally due to the disastrous specula- 
tion during the boom of 1919-20.^ In 1933 there was 
estimated to be a redundancy of some 14 million spindles 
and 150,000 looms; the level of unemployment was 
phenomenal; the employees were systematically working 
short time; and the industry was drawing an indirect 

^ The Balfour Committee of 1929 found dial die refinanced companies increased 
fhdr loan capital about five times, and this loan capital was largely borrowed at 
5 per cent, free of income tax. As a result the industry passed into die hands of 
banks, who were reluctant to cut their losses and thus opposed a furdier obstacle 
to reorganization. 
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subsidy from the state by means of the Unemployment 
Fund. A series of voluntary agreements to abolish under^ 
cutting proved abortive, and the industry devoted its 
attentions, on the one hand, to reducing wages, and on the 
other to maintaining a constant clamour against foreign, 
especially Japanese, competition. Two notable developments 
did, however, take place which may have an important 
bearing on the future of Lancashire, one of which referred 
to wages and the other to redundant spindles. After a period 
of labour unrest due to the question of the morc-looms- 
per-weaver system, an agreement was reached in 1932 by 
the Cotton Spinners’ and Manufacturers’ Association and 
the Operatives’ Amalgamations fixing the wage rates to be 
paid by the mills adopting the more-looms-per-weaver 
system. LTnfortunately, many n on-associated firms refused 
to observe the terms of this agreement, and therefore in 
May 1934 the Government, on the instance of both 
employers and operatives, introduced a Bill wliich, during 
an experimental period of three years, made wage agree- 
ments reached by a majority of both employers and 
operatives legally binding on the whole inefustry. The 
second devcl(')pment took place in October 1934, wlien the 
Master Cotton Spinners’ Association agreed upon a 
redundancy scheme roughly corresponding to the “ scrap 
and build ” scheme in the shipping industry. The scheme 
aimed at the scrapping or scaling of 10 million spindles, 
but with no restriction on the replacement of existing plant. 
The cost of the scheme, estimated at ^2 million, was to be 
home by a loan secured by a levy on the industry. Attempts 
were made — without success — to obtain from the Govern- 
ment a subsidy to cover the scheme analogous to that 
proposed for the shipping industry. On the other hand, 
the noted individualism of Lancashire was well shown when 
the cotton spinners rejected at the end of 1934 the scheme 
put forward by their own “ State of Trade Committee ” 
for the reorganization of the industry on a pool and quota 
basis. This proposal contemplated the formation for an 
experimental period of three years of a Trade Association 
with powers to raise a levy on all working spindles, to 
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subiSvidc the jptoduccrs into sections, to institute price 
agreements, and to regulate production according to quotas. 
The scheme required a 90 per cent, majority vote in order 
to come into operation, and hi fact received less than a 
50 per cent, vote, 20 per cent, of those concerned not 
troubling to vote at all. 

Hnally, no account of the planning of industry in Great 
Britain would be complete without a reference to an 
occurrence which, though not then significant in itself, yet 
served as a straw to show which way the wind was blowing. 
In April 1934 the National Government introduced legis- 
lation designed to nationahze the oil industry should oil in 
any quantity be discovered in Great Britain. In this rather 
unlikely event the problems of private ownership of the 
means of production will be eliminated from the outset. 

One may sum up the position as regards “ Plaimed 
Industry ** at the end of Our Own Times by observing 
that to describe British Industry as planned ” or “ being 
planned” in 1935 would have been defined by a Com- 
munist as a downright lie ; by a Socialist as a picturesque 
exaggeration; by a “young Conservative” as a happy 
truth ; by a die-hard Tory as a serious national misfortune. 
In such matters everything is relative to penonal outlook. 
The author can only suggest that to the average man of 
1880 the degree of state intervention into industry which 
was taking place in 1935 would have seemed as incredibly 
extensive as it will seem incredibly limited to the average 
man of 1985. 


5. Recovery in Great Britain 

At the end of Our Ovm Times the friends of the National 
Government could claim that it had carried out an excellent 
piece of salvage work; its opponents argued that the 
recovery of Great Britain was largely due to forces beyond 
the control of the Government and that in fact all that 
had been happening since 1931 had been the normal up- 
turn after a slump. Whatever may be the extent of the 
credit which should be given to the National Government, 
the statistical data at the end of 1934 indicated that Great 
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THIS INDEX, DATED AUGUST 27TH, 1938, REPLACES THAT DATED 
OCTOBER 1934 IN THE FIRST EDITION 



(Reproduced by kind permission of The Economist^ London) 

Note. — The Economist index of business activity which is shown above both 
in its monthly and tliree- monthly variations is composed of twenty indices which 
include statistics of Employment ; ('onsumption of Pow'cr, Iron and Steel, 
and Cotton; Foreign Trade; Motor Vehicle Registration; Postal Receipts; 
Bank Clearings; Building Activity, etc. If the component parts of tlie index 
for the period 1931-34 be examined, it w'ill be apparent that the “ recovery *’ is 
chiefly due to improvement in trades dependent on tlie home market. Further- 
more, although business activity in 1935 was back to the 1929 level, it would 
have been abov'e that level if progress had been normal. 
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Britain had enjoyed a considerable amount of recovery. 
The story is sliown clearly in the curve of business activity 
reproduced on the preceding page. 

It was chiefly a recovery in the domestic market and it 
seemed doubtful whether it could proceed much further 
until international conmierce began to recover. 

At the end of 1934 the National Government in Great 
Britain was being pressed, not only by the Labour Opposition, 
but by a considerable section of its own supporters, for a 
clear-cut definition of its economic policy. Since in fact 
its policy was, and always had been, purely empirical, that 
is to say, one of waiting on events and dealing with each 
situation as it arose without botliering as to whether its 
measures could be co-ordinated into a logical and com- 
prehensive programme, this demand proved embarrassing. 
The dilemma confronting the Government was that if it 
did anything startling (except perhaps in the matter of 
housing) it might jeopardize a recovery attributable to a 
dozen different, and in many cases mutually contradictory, 
policies, whilst if it ‘‘ let well alone ” it woiild be laid open 
to the charge of apathy and complacency from an electorate 
which had recovered from the shock of 1931 and was 
beginning to demand vigorous measures calculated to 
convert national convalescence into complete recovery. 

It was noteworthy that amongst tliose who were criticizing 
the Government at the end of Our Own Times was the 
Right Honourable David Lloyd George, who upon the 
heights of elder statesmanship was displaying an activity 
and ebuDience of thought which recalled bodi his great 
campaigns for social reform in the years immediately 
preceding Our Own Times, and his energetic direction of 
the War effort of the British Empire. 

In conclusion, the writer will venture a prophecy as to 
the future of domestic pohtics in Great Britain. It is that, 
thanks to a growing recognition that progressive socialization 
is. the inevitable result of the increasing complexity of the 
economic system, Socialism as such will cease to be a party 
issu^ff There will be less and less debate on the principles 
of Socialism, and more and more upon its technici aspects. 
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In the first three years of its life the National Government 
put across more Socialism than had been thought of by the 
two minority Labour ministries, and a very large section of 
the electorate in Great Britain in 1935 was eager for further 
socialization provided it could be disguised as “ Common 
Sense.” The problem could be summed up in the phrase : 
** How is this Sociahsm, which seems to be an inevitable 
feature of modern hfe, to be made to work ? ” 
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THE EMPIRE — POLITICAL 

“ Having the protection of the Commonwealth, he needeth not 
the defence of private force.” — Hobbes. 

" Be bolde,Be bolde,and everywhere, Be bolde.” — E dmund Spenser. 

1. Problems of Self-Government 

T he story of the British Empire from the making of 
peace to a time round about the years 1926-27 — the 
post-War but pre-crisis period — has already been outlined 
in this study.^ We pointed out that during the six or seven 
yean immediately after the War, Imperial problems fell 
into two groups. Firstly, there were problems of self- 
government, of which the two most important were to be 
found in Ireland and India. Secondly, there were problems 
concerned with the constitutional relations between the 
component parts of this post-War British Empire, which, 
though beyond question a species of political unit in the 
society of sovereign states, was one whose make-up 
abounded in confusing paradoxes and contradictions. 

As we look backwards from the end of Our Own Times 
in 1935 we see that the two types of problems remained in 
being, but that to some extent the content of each group 
was altered. 

Ireland by achieving Dominion status ^ removed herself 
from the category of self-government problems, but that 
distressful country immediately proceeded to live up to 
her reputation by becoming one of the most perplexing 
of the problems of intcr-Imperial relations. India remained 
essentially in the category of self-government problems, 
though there were signs towards the end of Our Own 
Times that in matters economic she was beginning to claim 
attention in the second category. 

' See Chapter XII. Sec Chapter XII, p. 248. 
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Ncwfoundknd swims sadly into our vision, sadly because 
she reappears as the Lost Dominion in the group of self- 
government problems. She went backward in time and 
slipped several rungs down the ladder of self-government. 
She was tried too hard by the economic crisis. 

During those lean years of crisis all the Dominions had to 
face up to problems of self-government, but of a different 
nature from those which, with the exception of Ireland, they 
had solved before the War. The internal political problem 
which troubled the Dominions during the years 1929-34 
was not that of establishing their claim to independent 
sovereignty, but that of exercising their sovereign powers 
in a manner which would enable them to weather the 
storm without losing contact with democratic principles. 

We come to the second group of questions, those of 
inter-Imperial relations, and here we find that as a result of 
the crisis the relations between the members of the Common- 
wealth became important from the economic as well as 
from the political point of view. In fact at the very 
moment when, through the Statute of Westminster, an 
attempt was being made to present the world with a formal 
picture, accurate for all ome, of the British Commonwealth 
of Nations, economic events were in train which were 
hkely to have a profound influence upon the political 
rclationsliips of the principal members of the Common- 
wealth. During the period which we are about to consider 
we find the Ottawa Conference as well as the Statute of 
Westminster ; the Chief Economic Adviser to His Majesty’s 
Government as well as the Lord Chancellor of Great Britain. 
Finally, some mention must be made of a question which 
will become of world-wide significance in the Times to 
Come, and that is the international position of the British 
Empire as a whole. Some observations on this matter will 
be K)und in the last section of this chapter. 

Since it will be necessary at this juncture to devote two 
chapters to Imperial affairs, the subject-matter will be 
arranged as follows : The present chapter will be concerned 
with political matters, and the next with economic develop- 
ments. Each chapter will deal with its subject first from the 
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internal point of view, and then from the inter-imperial 
aspect. 

(a) India 

We left the story of India in Chapter XII with the statement 
that a scene of confusion, strife and suppression presented 
itself to Lord Irwin, the new Viceroy, when he assumed his 
responsibilities in 1926. In the spring of 1935 fhe British 
Parliament was debating legislation designed to give India 
a new constitution which marked at least as substantial 
a step forward along the path of self-government as that 
which had been acliicved by the Montagu -Chelmsford 
reforms. 

The seven years of Indian history which we shall now 
review faU into three periods, each of which was brought 
to a close by the pubHcation of a document of great historical 
importance. The first phase, from November 1927 to June 
1930, was the period of the Simon Commission and produced 
the Simon Report ; the second was the period of the Round 
Table Conferences, and lasted from June 1930 to December 
1932 ; it ended with the pubheation of the Indian “ White 
Paper.” The last phase was that of the Parliamentary Joint 
Select Committee which examined the White Paper, and 
in the autumn of 1934 produced the famous and historic 
Report on Indian Constitutional Reform. 

At the end of 1934 a fourth phase had begun, and this 
was destined to end with a new Government of India Act 
based on the report of the Select Committee. 


In the autumn of 1926, elections were held in India, and 
the Nationalist Party, whose members had walked out of 
the Legislative Assembly in March 1925, were once more 
returned as the largest party, though with some loss of 
strength compared with that shown by the figures of the 
1923 elections. 

November 25th, 1927, in accordance with the policy 
laid down in the Government of India Act, 1919, the House 
of Commons approved the appointment of a Stamtory 
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Commission of seven members under the chairmanship of 
Sir John Simon, to report on the working of the Constitution 
of British India. The Commission made two visits to India, 
the first of which lasted from January to April 1928, and the 
second from September 1928 to April 1929. It was hoped 
that the Commission would have the benefit of the advice 
and co-operation of all parties in India, but from the outset 
the All-India Congress Party decided to boycott its pro- 
ceedings. Their main reason for this attitude was that they 
objected to the procedure of drafting constitutional reforms 
for India on the recommendations of a Commission com- 
posed entirely of Englishmen. They had envisaged a 
procedure comparable to the bilateral negotiations which 
had preceded the formulation of the Constitution of the 
Irish Free State. This attitude is significant in view of later 
developments. The aims of the Swarajists at this time were 
that “ India shall have the same constitutional status in 
the comity of nations known as the British Empire as the 
Dominion of Canada, the Commonwealth of Austraha, the 
Dominion of New Zealand, the Union of South Africa and 
the Irish Free State, with a Parliament having powers to 
make laws for the peace, order and good government of 
India, and an executive responsible to that Parliament, and 
shall be styled and known as the Commonwealth of India.” ^ 
Overtures to the moderate parties met with more success, 
for although the Indian legislature as a body refused co- 
operation, five of its members, together with four members 
of the Council of State, agreed to act as an Indian Central 
Committee under the chairmansliip of Sir Saiikaran Nair. 
This Committee, acting with the Simon Commission, 
formed what was known as the Joint Free Conference whose 
dchberadoiis were continued in London pending the issue 
of the Report. Before this important event took place 
another report was issued which had a considerable bearing 
on the situation. The Butler Committee, which had been 
appointed simultaneously with the Simon Commission, with 
the task of investigating the position of the Native States, pub- 
lished its report. Its findings reinforced certain conclusions 

^ See die Nehru Committee's Report to Congress, August 1928. 
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reached by aiemben of the Statutory Commission in the 
course of their own investigations on the spot, and convinced 
them of the impossibility of continuing to look at one- 
half of India to the exclusion of the other. The Chairman 
of the Commission wrote a letter to the Prime Minister 
seeking approval of the extension of the terms of reference 
of the Commission in order to cover the relationship of 
British India with the Native States. Before dealing with 
the momentous issues arising out of this decision, it will be 
as well briefly to summarize the main findings of the 
Simon Commission Report which was published in two 
parts daring June 1930.^ The most interesting features of 
the Report were as follows : 

(1) The Commission emphasized the necessity of devising 
some fonn of government which would be at once 
elastic in form and permanent in character, allowing 
for evolution without a further series of examinations, 
since the feeling that a Constitution is temporary 
removes much of the incentive to try and make it 
work. 

(2) Dyarchy in die provincial sphere should be abolished 
and full provincial self-government accorded. All 
departments, including that of Law and Order, were 
to be run by Indian ministers responsible to a legisla- 
ture elected on the basis of an extended franchise. It 
was, however, stipulated that the Provincial Gover- 
nors should be invested with emergency powers 
enabling them to override the decisions of the 
ministers if a breakdown of administration appeared 
imminent. 

(3) The Central Legislature’s powers were to remain 
imrevised. 

The quesdon of Defence, being a question affecting the 
whole Empire, was left in the hands of the Imperial 

^ It is signiiicant of the great public interest in Indian affairs that this Report 
was one of tlic few Command Papers that have ever become “ Best Sellers.” 
Twenty thousand copies of die first part were sold within thirty-six hours of 
publiokdion 1 
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authorities, and a certain amount of supervisory power was 
retained over the work of the police. 

This monumental report, whose recommendations repre- 
sented a considerable advance towards the realization of 
Indian ambitions, was destined to become a leading docu- 
ment rather than a controlling edict. To understand how 
this came about, it is necessary to go back twelve months 
and to recall that, as mentioned in the letter to the Prime 
Minister from the Chairman of the Simon Commission, it 
was suggested that a Conference might usefully be held 
for the purpose of discovering the attitude of the Princes 
towards a Federal India. 

The British Government adopted and improved upon 
this suggestion, for in view of the fact that articulate opinion 
in India was now tending more and more to demand not 
only Dominion status but in addition “ complete independ- 
ence,” it was clear that to be useful the proposed conference 
must include not only representatives of the British Govern- 
ment and British poHtical parties, but also the Princes, and 
representatives of British Indian opijiion. 

This decision was reached a full twelve months before the 
publication of the Simon Report and inaugurated the era of 
conferences. The decision to include die Native States in 
the new proposals for Indian government raised a question of 
infinite complexity and led to a revision not only of the con- 
stitution of British India, but of die whole relation between 
India and the Imperial Parhament. Dominion status in some 
form or other was the ineintable outcome of any attempt to associate 
the Ruling Princes with the Indian Legislature, for, unhke 
British India, the Native States were not under die sovereignty 
of the Imperial Parhament. Their relations with the King- 
Emperor were purely personal, conducted through the 
memum of the Viceroy. For the Ruling Princes to associate 
themselves with a government which was neither sovereign 
nor responsible would have been tantamount to a partial 
surrender of their sovereign rights. The Native Princes, 
dreading the disruptive influence of a democratic British 
India, whose policy they could not control, were reported 
in favour of me Federal idea. Moderate opinion in Great 
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Britain welcomed their inclusion in the hope that they 
would add a certain amount of “ ballast ** to the Indian 
legislature as well as make possible a measure of tliat responsi- 
bility in the Central Government which Indian Nationalists 
so greatly desired. A furtlier important influence upon 
the course of Indian developments was the advent to power 
of a Labour Goveniment in June 1929. Although the new 
Prime Minister, Mr. Ramsay MacDonald, disclaimed any 
cliangc of policy. Labour opinion naturally tended to give 
more consideration to the views of the opposition in India. 
As the Prime Minister said in answer to a question in the 
House of Commons, “ What is the good of imposing a 
constitution on a people when they are not prepared to work 
it ? ” This change of attitude, or at any rate of method, 
received dramatic expression in the famous declaration made 
by Lord Irwin on October 31st, 1929, in w'hich he said that 
he had been authorized by the British Goveniment to make 
it clear that “ in their judgment it is implicit in the 1917 
Declaration that the natural issue of India’s constitutional 
progress ... is the attainment of Dominion Status.” 
Whatever the exact impheations of this pronouncement, its 
eflfect in India was profound. 

Thus the problem of the Native States, taken in conjunc- 
tion with the advent of a Labour Government to office, 
brought about a radical alteration not only in the scope of 
the inquiry but in the method of conducting it. The new 
method was that of a Conference of all parties coiicenied, 
British and Indian. There were three sessions of the Round 
Table Conference ; the first in November 1930, the second 
(at which Mahatma Gandhi was present) in September 
1931, and the third in November 1932. The second 
session had scarcely assembled when the Labour Govern- 
ment was superseded by the National Government, which 
in the main endorsed the policy of its predecessor. 

Before we discuss the final outcome of the three sessions 
of the Round Table Conference it will be well to return 
to India and note the activities of the Nationalists. Having 
decided to boycott the Simon Commission they issued 
counter-proposals (the Nehru Report of August 1928) 
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which, as mentioned on p. 467, reflected their demand for 
immediate Dominion status in which was included the 
abolition of the India Office. 

During 1929 two new factors began to appear in the 
Indian problem. The Left Wing group in Congress, as 
represented by the Indian Youth Movement, began to force 
the pace and — especially in Bengal — to advocate and practise 
terrorism ; secondly, the economic crisis began to cast its 
shadow over the terribly impoverished Indian villages. 
Communal feeling remained intense, and in August 1929 
the Viceroy announced that during the previous eighteen 
months 250-300 killed and 2500-3000 injured was the toll 
of communal riots. Lord Irwin returned to England for 
consultation with the new Labour Government which was 
then giving consideration to the question of speeding up 
the development of self-go venunent in India. The pro- 
nouncement made by Lord Irwin concerning Dominion 
status has already been quoted, and its effect in India was 
declared to be “profound.” It delighted the moderates, and 
even the Congress Party decided to offer co-operation in 
the forthcoming Round Table Conference, provided it was 
understood that the business should be the immediate 
drawing up of a Donunion Constitution, and that it should 
be preceded by the release of political prisoners. The 
Viceroy met the Nationalist leaders, but pointed out that 
the final decision concerning the terms of reference of the 
Conference rested with Parliament in London. At the end 
of 1929 there was a meeting of the All-India Congress which 
professed complete disillusionment with the prospects for 
reform. The Congress jettisoned the Nehru proposals; 
demanded complete independence for India; refused to 
participate in the forthcoming conference and amiounced 
that a Civil Disobedience Campaign would begin. 

On April 6th Mr. Gandhi made his famous march to 
Dandi, where he form ally inaugurated die Civil Disobedience 
Campaign by illegally making salt. The manufacture of 
this essential commodity was a government monopoly 
retained for revenue purposes. The monopoly was un- 
popular, and illegal s^t-making became a symbol in the 
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fight between the Nationalists and the British authorities. 
For nearly a year the struggle continued, whilst the first 
session of the Round Table Conference was in progress. 
The Nationalists employed the weapons of the boycott of 
British imports — witli very considerable success ; picketing 
of liquor mops ^ ; non-payment of taxes and, in the case of 
the terrorists, the bullet and bomb of the assassin. 

The Government replied with emergency decrees, whole- 
sale arrests, and the breaking up of the Congress organization, 

At the conclusion of the First Round Table Conference, 
at which no Congress member had been present, tlie 
moderates on their return to India acted as intermediaries 
between Gandhi and the Viceroy, and in March 1931 an 
armistice was arranged between Congress and Government.^ 
The political prisoners were released and Civil Disobedience 
was called off. Although Congress had not been repre- 
sented at the first session of the Round Table Conference, 
this meeting achieved the great step forward of laying down 
the principle that die future progress of self-government 
for India should be along the lines of an All-India Federation. 

It was clearly essential that before principles could be 
translated into practices the Congress Party must be 
brought into the discussion, and as a result of the March 
armistice Mr. Gandhi visited London for the second session 
of the Round Table Conference (September to December 
1931). This second conference suffered to some extent 
from the fact that it was held whilst a national crisis was 
taking place in Great Britain, but it was characteristic of the 
traditional attitude of all parties towards the Indian problem 
that the startling changes in the domestic scene which took 
place in Great Britain in the autumn of 1931 were not 
allowed to affect the maintenance of the principle that India 
was a non-party subject. The cliief result of the second 
conference was the negative one of revealing the magnitude 
of the obstacles which had to be overcome and in particular 
the seriousness of the communal differences between Hindu 
and Moslem interests. Meanwhile the Left Wing element 

^ Licences for liquor shops were an important source of government revenue, 

® The Delhi Pact, March 1931. 



Tie Empire-— Political 

had fomented a fresh outbreak of violent disorder in India, 
to meet which the Government passed Ordinances which 
gave the administration far-reaching powers. 

The Viceroy was now Lord Willingdon, and the new 
Secretary of State was Sir Samuel Hoare. Although in 
broad outline the Indian policy of the British National 
Government was in accord with that of its predecessor, a 
marked disposition became apparent to move away from 
the conciliatory policy towards Congress which had been 
favoured whenever possible by Lord Irwin. On his return 
from London, Gandhi demanded the withdrawal of the 
ordinances ; the Viceroy refused to accept dictation and a 
new Civil Disobedience Campaign began. There followed 
a terrible and unequal struggle in which Congress was 
defeated by the superior forces of Government exempli- 
fied by the lathi (metal-tipped staves used by the Indian 
police when breaking up crowds), the seemingly infinite 
capacity of the Indian gaols, and the withdrawal of the 
support of many Indian industrialists whose nationalism 
could not stand the economic strain of the losses caused by 
the disturbances. 

In London the India Office grappled with the problem 
of dcading upon the allocation of representatives to the 
various communities in the new Constitution. The second 
session of the Round Table Conference had utterly failed 
to solve this essentially Indian problem, and the matter had 
been left to the British Government. The Prime Minister 
announced his decision in August 1932, and, by evoking 
protests from all parties, led unprejudiced observers to suspect 
that substantial justice was being done. 

Mr. Gandhi, who was beginning to devote his attention 
more and more to the problem of the depressed classes and 
less and less to the political side of the Nationalist Movement, 
of which he had lost control, now announced a “ fast unto 
death ** unless the depressed classes were given better repre- 
sentation. The prestige of this strange man, mixture of 
saint and subtle poHtician, was still so great in India, that 
notwithstanding the resistance of the high-caste Hindus, 
Gandhi was saved from a self-imposed death by an increase 
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being granted in the representation of the depressed classes. 
With the rebellion — for such it was — broken in India, the 
policy of the British Government rolled forward on its 
majestic and ponderously-moving course. 

A third session of the Round Table Conference opened at 
the end of 1932 and made rapid progress with consideration 
of the details of the proposed Constitution. The close of this 
session ended the period of conferences. In March 1933 die 
British Government published its proposals in die shape of 
a White Paper. The proposed Constitution provided for 
autonomous provinces linked by an All-India Federation 
with a Federal Parhament and Federal Executive respons- 
ible to the Legislature in all but certain reserved matters. 
A further but equally important provision was that during 
the period of transition, before the institution of a Govern- 
ment responsible in the fullest sense and with certain special 
responsibilities definitely placed on the shoulders of Governor- 
General and Governors, there should be certain safeguards 
to ensure the maintenance of law and order. 

It was diis document which was examined by a Joint 
Select Parliamentar}^ Committee of 31 members appointed 
in April 1933. pcrsomiel was of tremendous strength 
and authority, and included the Archbishop of Canterbury, 
ex-Viceroys, cx-Indian Governors, Lord Derby, Sir Austen 
Chamberlain and Sir Samuel Hoare (Secretary of State for 
India). 

Whilst the Joint Select Committee was pursuing its 
dehberations, the Congress parry in India decided to re- 
cognize the failure of its Civil Disobedience Campaign and 
to nominate candidates for the 1934 elections to the Legisla- 
tive Assemblies. The Indian Government reciprocated this 
move tow^ards co-operation by removing its ban on Congress 
and releasing a number of political prisoners. 

On November 21st the eagerly awaited Report of the 
Joint Select Committee was pubhshed,^ and it was at once 
realized that another masterpiece had been added to the 
world-famous collection of British state papers. 

^ Published as a Blue Book, House of Lords 6 (i Part I and II), House of 
Commons f (i Pm I and II). 
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In broad outline the Committee endorsed the White 
Paper proposals, but in certain respects the safeguards 
therein were strengthened. It is impossible in a few lines 
adequately to summarize this remarkable document, but 
with the plea that it is the duty of every intelligent 
member of the electorate to read it, an attempt will be made 
to indicate here the general appearance of the new Constitu- 
tion as visualized in the Report. 

The Provinces were to have provincial autonomy, and to 
be ruled by a Governor appointed by the Crown and a 
Ministry responsible to a Legislature chosen by an electorate 
amounting to about 14 per cent, of the popidation. “ The 
field of activity wliich would be controlled by the Ministers 
and Legislature would comprise, if I may hazard a guess, 
not less than 90 per cent, of the matters that interest and 
affect the great mass of tlie population from day to day.” ^ 

In comparison with the existing (1934) system of dyarchy 
the proposals for provincial autonomy were progressive in 
two important respects. Firsdy, the responsibihty for “Law 
and Order ” was to be transferred to the responsible 
ministers. Secondly, it was proposed that the Central 
Government’s power of control over the “ reserved ” 
subjects in the Provinces should be removed, thus giving 
the Provinces complete autonomy in provincial matters. 

As regards the Central Government, the most important 
proposal was that it should be of a Federal character and that 
it should deal with questions such as defence, tariff policy, 
railways, posts and income-tax, which arc of common 
concern to die whole sub-continent of India. In agreeing 
in principle to Federation the Princes had insisted that 
any Federal Government to wliich they acceded must 
contain elements of responsible government, and the Joint 
Select Committee recommended that within a certain range 
the new Federal Government should be responsible to a 
Legislature chosen pardy by the States and partly by the 
Legislatures of the Provinces. 

In its report the Committee expressed die view that this 

* The Marquess of Lmlitfigow (Chairman of the Committee) in a Broadcast, 
November 22nd, 1934. See T/v Listener, Vol. XU, No. 307. 
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furthar grant of responsible government to In<lia demanded 
the presence of certain statutory safeguards, and that respons- 
ible government is not an automatic device which can be 
manufactured to specification anywhere. Particularly was 
this true in the special circumstances in India, where powerful 
disruptive forces, communal and religious, tend to handicap 
the development of Indian national consciousness and the 
practical application of responsible government. The 
Committee pointed out that Great Britain provided a proof 
that if certain conditions arc fulfilled a strong executive can 
co-exist even with an aU-powcrful Parliament to wliich 
that executive is responsible, and tliat the safeguards proposed 
were designed to give the Indian executive all the powers 
necessary in existing circumstances to enable it to discharge 
the function of government, while the new Indian Legisla- 
tures and the pohtically-mindcd class in India were learning 
the true significance of political responsibihty and of 
parliamentary government. 

In summary the safeguards proposed were as follows : 

The Governor-General and the Provincial Governors were 
to be guided by the advice of their ministers so long as this 
did not conflict with certain “ special responsibilities ” 
which in the case of the Governor-General included the 
safeguarding of “ financial credit and stabihty ” and the 
prevention of the imposition of penal tariffs on goods 
imported from the United Kingdom. In the case of die 
Provincial Governors it was recommended that they be 
given special powers to take effective measures against 
terrorism, powers to protect the disciphne of the police, the 
rights of the pubhe services, and to prevent discrimination 
against British trade. 

As an illustration of the underlying nature of these safe- 
guards we cannot do better than quote tlic following 
passage from the report : 

“ That word (safeguards), like other words repeatedly 
used in recent discussions, has become a focus of mis- 
understandings both in England and India. To many 
&igUshmen it conveys the idea of an ineffective rearguard 
action, masking a position already evacuated; to many 
47 ^ 
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Indians it seems to imply a selfish reservation of powers 
inconsistent with any real measure of responsible govern- 
ment. Since it is too late to invent a new terminology, 
wc must make it clear that we use the word in a more 
precise and quite different sense. On the one hand, the 
safeguards we contemplate have nothing in common with 
those mere paper declarations which have been sometimes 
inserted in constitutional documents, and are dependent 
for their validity on the goodwill or the timidity of those 
to whom the real substance of power has been transferred. 

. . . On the other hand, they are not only not incon- 
sistent with some form of responsible government, but 
in the present circumstances of India it is no paradox to 
say that they arc the necessary complement to any form 
of it, without which it could have little or no hope of 
success. It is in exact proportion as Indians show them- 
selves to be, not only capable of taking and exercising 
responsibility, but able to supply the missing factors in 
Indian political life of which we have spoken, that both 
the need for safeguards and their use will disappear."’ ^ 

In conclusion, two very important recommendations of 
the Joint Select Committee’s Report must be mentioned. 
The first was the endorsement by the Committee of the 
proposal for the separation of Burma from India, the second 
was their endorsement of the view put forward in the 
White Paper that “ the New Indian Constitution must 
contain within itself the seeds of growth.” 

In December 1934 the British Government moved a 
resolution in Parliament asking leave to introduce a Bill on 
the general hues of the Joint Committee’s Report, and after 
three days’ discussion the resolution was carried by a majority 
of 410 votes to 127 in the House of Commons. These 
figures did nor accurately represent the ineffectiveness of 
the “die-hard” opposition, since the minority included the 
Labour Party whose members were only divided from the 
Government in their desire to be more radical than the 
proposals of the Joint Committee’s Report. 

^ Joint Seise t Committee on Indian Consmunonal Reform^ Vol. I, Part I, p. la. 
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The great constitutional reform in India — ^foreshadowed at 
the end of Our Own Times, as the culmination of two and 
a half centuries of evolution in British Indian relations, and 
which was described as being as big a break on this bank 
and shoal of time with the past as any there has been in 
India since the days of Warren Hastings^ — ^was so spectacular 
in its impressive sweep and scope, so daring, yet prudent, 
so momentously charged with tremendous possibihdes and 
consequences of import to the whole world, that there is 
a tendency to forget that whilst one great limb of the 
Imperial tree was absorbing most of the dayUght, other 
branches were also growing out into the air of self- 
government, whilst in two cases they became diseased and 
were subjected to the attentions of the Imperial pruning 
knife. 


(b) Ceylon 

The Empire contains peoples at every stage of political 
development, and wliiLst hidia was drawing nearer to 
Dominion status, the Sinhalese in that fragrant island to the 
south of the great Peninsula were also progressing along the 
path of self-government. The history of the ancient 
Kingdom of Lanka, which for over two thousand years 
was ruled by its own independent dynasties, would make 
a fascinating historical film on the motif of sea-power. The 
Roman gaUeys from the West and the Cliinese Junks from 
the East met in the Sinlialese ports, but about the middle of 
the fifth century the Romans came no more, and it was not 
until A.D. 1505 that the Western men doubled the Cape of 
Good Hope and cast anchor off the coast of Ceylon. Thesfc 
pioneers were Portuguese, and after they had dominated 
the coasts and ports for 140 years they were ousted by the 
Dutch. In 1796 the Enghsh seized the Dutch colony, and in 
1815 the whole island passed under the rule of the British 
Crown by the voluntary act of the highland Sinhalese, who 
deposed the King of Kandy and acceded to George III. 

The nineteenth century witnessed a long period of Crown 
Colony government, during which the island made sub- 

^ Manchtster GuarSan, November aznd, 1934. Leading article. 
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stantial material progress, with the inevitable and customary 
result that a demand arose for a more liberal form of govern- 
ment. In 1920 the oflSdal majority in the Legislative Council 
gave way to a majority composed of elected and nominated 
unofficial members. 

In 1931, as a result of the report of the Donoughmore 
Committee, Ceylon was granted a new Constitution. It 
may be described as giving the island a kind of hdf- 
Dominion status, and contained many interesting features, 
especially the wide scope of the franchise. For the first 
time an Oriental people were invited to exercise the full 
adult male and female franchise. The Legislative Assembly, 
known as the State Council, had 61 members, of whom 50 
were elected ; 8 of the remaining 1 1 were nominated by the 
Governor to represent minorities, and 3 were Civil Servants 
known as the Officers of State. They were the Cliief 
Secretary, the Financial Secretary, and the Attorney-General, 
They might speak but not vote. The Council was to elect 
seven Committees from its members. These elected their 
own chairman, who then became ministers, though the 
Board of Ministers had no corporate responsibility except 
as regards the Budget. 

By 1934 ^he new Constitution had been in operation for 
three years and appeared to have worked in a satisfactory 
manner. No less than 68 per cent, of the electorate had 
used their vote, and the fact that there had been no break- 
down in this experiment was the more remarkable in that 
It was inaugurated at a period when Ceylon was about to 
feel the full effects of tlie tremendous fall in the price of her 
principal exports — tea, rubber and coco-nuts. The Governor 
possessed considerable safe-guarding ’’ powers and the 
Sinhalese claimed that the Constitution should be amended 
in die direcrion of reducing the power of the Governor. 
On the other hand, the Europeans, Burghers, Tamils, 
Moslems and Indians regarded the Governor’s powers of 
veto and certification as being a principal protection of their 
minority rights. 
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(c) Kenya 

The political problems in Kenya cannot be considered 
without taking account of the state of affairs in the contiguous 
territories of Uganda and the mandated territory of 
Tanganyika. 

In Kenya during the post-War period the problem was 
how best to reconcile the desires of the white population 
with the accepted doctrine (itself largely a post-War product) 
that in tropical lands the white man should be the trustee 
and not the exploiter of the Native. In Kenya the problems 
of colonial administration were particularly difficult because 
large areas of the territory are suitable for white settlement. 
The population consisted in 1934 of approximately 17,000 
politicaUy conscious Europeans; 57,000 Indians and Arabs 
(scmi-politically conscious) ; and 3,000,000 natives. It is 
utterly impossible to describe even in a summarized form 
the various proposals which have been made since the War 
to deal with Kenya's problems. The student should c(')nsult 
the Hilton Young and Wilson Report of 1929; the White 
Papers of 1930 ; the Joint Committee's Report on Closer 
Union, 1931 ; the Moyne Report of 1932; and the Land 
Commission Report of 1934. 

Here we must content ourselves with observing that if in 
1934 the relations between the British people and those of 
India seemed hkely to be about to enter a new phase at the 
end of which India would assume full Dominion status, it 
seemed equally likely that from North to South and East 
to West in the great African Continent the problem of the 
relationships, both pohtical and economic, between white 
and black would assume increasing importance m the Times 
to Come. It was also permissible to assume in 1934 that 
this problem would probably best be solved by adhering 
faithfully to the principle of gradually entrusting subject 
peoples vrith that liberty and power of self-government 
which the British have always maintained is the most 
desirable of earthly blessings. 

Perhaps one day before the twentieth century has quite 
completed its course, the Televised-Broadcast News Bulletin 
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will report that the members of the Joint Select Committee 
for Constitutional Reform in the Federation of Central 
Africa, who have been considering evidence as to relations 
between the several autonomous states of Central Africa, 
“ left Nairobi by stratospheric 'plane this morning and landed 
in Central London this evening. It is understood that the results 
of their deliberations will he considered by the Autumn Imperial 
Conference^ and that the inauguration of a new Dominion is a 
probability of the near future. Public opinion in the Dominion 
of India is strongly in favour of this advance, and the dreadful 
lesson of the great black rebellion in the Union of South Africa 
is not likely to have been forgotten in any part of the Empire. 
The matter will, oj course, also he discussed from the International 
angle at Geneva.'^ 

(d) Two Slips 

Hitherto it has been our business to record a scries of events 
which, however much they may have differed in detail in 
various parts of the Empire, have had one factor in common. 
They have all been part and parcel of a progressive movement 
towards self-government. They have ail been the record 
to a greater or lesser extent of a general movement of 
decentralization of government from Westminster. But 
although in the Dominions (with the events which reached 
their climax in the Statute of Westminster), in India with 
its new Constitution, in Ceylon, m Kenya, not to mention 
the Rhodcsias, the movement was forward in the sense that 
advance means independence from the control of Parliament 
in London, there were two points on the far-flung front of 
Empire where Our Own Times witnessed a retrograde 
movement. One was Malta ; the other was Newfoundland. 


(e) Malta 

The position of Malta in the Empire has always been 
conditioned by the importance of this island as an Imperial 
fortress and naval base. Malta, at the desire of the Maltese, 
was annexed to the British Crown in 1814, and to quote the 
words of the Malta Royal Commission of 1931 : 
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“ It would be almost possible to plot a graph of the 
Constitutional history of Malta during the last hundred 
years showing the rise and fall of Constitutions modelled 
alternately on the principle of benevolent autocracy and 
that of representative government. From time to time 
some measure of self-government was granted and then, 
after a period, superseded by a strict Crown Colony 
system.’* ^ 

In 1921 the island was granted a Constitution which 
included an elected Legislature to control local affairs. The 
system of government was dyarchy,” certain matters, 
especially Imperial interests, being “ reserved ” to the 
Governor in Council. The pohtical parties in Malta 
were “ The Nationalists,” who affected a certain cultural 
connection with Italy, a connection which was en- 
couraged by the Fascist regime in that land, and “ The 
Constitutionalists,” whose main planks were the close 
maintenance of the British connection and hostility to the 
political influence of the Roman Church. In 1927 the 
Constitutionalists, led by Sir Gerald (afterwards Lord) 
Strickland, won the elections and took office. A dispute 
developed between the Government and the opposition 
over the position of the Itahaii language in Malta and the 
Church question. Strickland, an uncompromising person, 
involved his Government in strained relations with the 
Vatican, wliich declared him persona non grata. By 1930, 
when the next elections were to be held, a difficult situation 
had arisen, since the Bishops of Malta and Gozo had issued 
a pastoral letter declaring that it would be a mortal sin to 
vote for the Constitutionahsts. On May 23 rd an attempt 
was made to assassinate Lord Strickland, and on July 2nd the 
British Govemmcnc suspended the Constitution. A Royal 
Commission was sent to investigate and reported in March 
1932, and it was recommended that Enghsh and Maltese be 
recognized as the official languages. Lord Strickland, himself 
a Roman Catholic, apologized to the Church, and the 
Pastoral letter against the Constitutional Party was with- 

^ Malta Royal Commission, Cmd. 5993/ 31. 
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drawn. In June 1932 elections were held, and resulted 
in a victory for the Nationalists, who obtained 21 scats 
out of 32 in the Legislative Assembly. Sir Ugo Mifsud 
succeeded Lord Strickland as Prime Minister at the 
head of a Nationalist administration. Malta’s constitutional 
peace was short-lived. The new administration defied the 
Imperial poHcy on the language question and was alleged 
to have allowed the finances of the island to drift into a 
serious situation. In November 1933 the Governor, acting 
on instructions from the Colonial Office, dismissed his 
ministers, declared “ a grave emergency within the meaning 
of the Malta Constitution Letters Patent 1921,” and assumed 
control of all powers. Thus the Constitution was suspended 
for the second time within three years, and at the close of 
Our Own Times the Maltese, in the judgment of the British 
Government, had shown themselves temporarily unfitted 
for the exercise of self-govcniment.^ 

(f) Newfoundland 

Great Britain’s oldest colony comes into our story of 
Imperial Affairs during the latter part of Our Own Times, 
and into that section of the story which is allocated to 
questions of self-government, because whilst India was 
moving a stage nearer sovereign independence, Newfound- 
land was proceeding in the opposite direction. 

As early as 193 1 the financial condition of Newfoundland 
was causing anxiety in London and Ottawa, and technical 
assistance was lent by the United Kingdom Treasury in the 
shape of an adviser on government finance. But the situation 
was beyond technical repair, and as the blasts of the economic 
bhzzard increased in strength they tore aside a cloak of 
respectabdity wliich had for long concealed a thoroughly 
corrupt political and administrative system. Default on 
government bonds being imminent, a Royal Commission 
set forth from Great Britain to Newfoundland in order to 
report on the situation. Its members produced an astounding 
and shocking document of whose nature the following 
extraa is sufficient evidence : 

^ Malta was relegated to the posiuon of a Crown C^olony in September 1936. 
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“ The public debt of the island accumulated over a 
century, was in twelve years more than doubled: its 
assets dissipated by improvident administration : the 
people misfed into the acceptance of false standards : and 
the country sunk in waste and extravagance. 

** There has been a continuing process of greed, graft 
and corruption which has left few classes of the com- 
munity untouched by its insidious influences.'’ 

Faced with these disclosures. His Majesty’s Government in 
London offered Newfoundland financial assistance on condi- 
tions which amounted to the suspension of Dominion status 
and the relegation of the oldest settlement of the Empire to 
the rank of a colony, ruled by commissioners responsible 
to Parliament at Westminster. Bankrupt, ashamed and 
helpless, Newfoundland accepted the inevitable. 

It was an example on the grand scale of the power of 
economic depression to uproot not only the Kreugers, Hatrys, 
and Staviskys, but also an administration whose activities 
had strayed across that shadowy border-line in finance 
which divides extreme optimism from fraud. It was also 
a grim example of the fact that the power of debt sometimes 
transcends the power of self-government. 

Here we sh^ conclude an outline of the major changes 
which occurred during the post-War years of Our Ovm 
Times in the sphere of constitutional development wtithin 
the Empire. There was a number of interesting signs of 
growth in several parts of the Colonial Empire, but these 
events were of little immediate significance in world 
affairs and must be excluded from this chapter,^ though 
it is most probable that the story of the territories and 
peoples of the Colonial Empire of 1934 will fill a great 
deaf of space in a survey of Our Own Times written 
fifty years hence. 

^ For example: The transference of Southern Rhodesia in October 19131 
from die administration of the British South Africa Company to the initial stages 
of responsible government, and of Northern Rhodesia from the Chanered Corn- 
party to Crown Colony government in February ioi4. By 1938, however, 
thanks very largely to the revival of German colonial aspirations, the Colonial 
Empire had assumed a new significance. This matter is dealt with in the section 
of Oiapter XXXV dealing with the Britidli Commonwealth of Nations. 
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2. Commonwealth Relations 

The above phrase is intended to cover the relationships 
which exist between the United Kingdom and those 
sovereign states known as Dominions of the British Com- 
monwealth of Nations, as well as those between the various 
Dominions. It may be as well to say at once that the second 
group of relationships, in so far as the political side was 
concerned, did not become of any great importance during 
Our Own Times. On the side of economics it was other- 
wise. For example, there was a sharp dispute between 
Canada and New Zealand on the subject of butter imports 
from New Zealand to Canada, so that “ the political ship of 
state in a certain Dominion suddenly struck a reef of New 
Zealand butter and forthwith foundered, with hardly a 
soul saved.” ^ 

In general, the main subject which we must discuss 
under this heading is that of the associations between 
the United Kingdom Government and the Governments 
of the Dominions. We left this subject in Chapter XII 
at a moment when the Balfour Committee on Inter- 
Impcrial relations was delivered of the famous, if somewhat 
Athanasiaii, resolution that Great Britain and the Dominions 
were ” autonomous communities witliin the British Empire, 
equal in status, and in no way subordinate to one 
another in any respect of their domestic and external 
affairs, though united by a common allegiance to the Crown, 
and freely associated as members of the British Common- 
wealth of Nations.” This declaration, whilst it represented 
with a substantial amount of accuracy the principles on 
wliich the relations between the Mother Country and the 
Dominions were in practice habitually conducted, was 
found to be in conflict with certain legislative and judicial 
forms. It was therefore recommended by the Conference 
on the operation of Dominion Legislation which met in 
1929, that action should be taken to give statutory re- 
cognition to generally accepted usage. At that time the 

^ Quoted from British Commonwealth Relattons, edited by A. J. Toynbee. 
Oxford University Press, 1933, p. 173- 
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Imperial Government could exercise legal control over the 
Dominion Governments in four ways : 

1. Disallowance — the nullifying of a Dominion Act by 

special order from the British Government. 

2. Reservation — ^the exercise by the King’s Repre- 

sentative of his powers of reserving assent to a 
Dominion Bill pending instruction from home. 

3. The provision embodied in the Colonial Laws Validity 

Act of 1865 by which a Dominion law, if repugnant 
to a provision of a United Kingdom Act extending 
to that Dominion, was void to the extent to wliich 
it was repugnant. 

4. The limitation on the power of the Dominion 

Parliaments to give extra-territorial effect to their 
legislation. 

(a) The Statute of Westminster 

These restraints were removed by the Statute of West- 
minster of 1931, a Statute which received the assent of the 
Dominion Parliaments before it was passed in the Imperial 
Parliament.^ The purpose of the Statute was “ to make 
clear the Powers of the Dominion Parliaments.” Some 
people think that it achieved this purpose much as the 
headlights of a motor-car reveal the extent and density 
of a fog. 

The measure was strongly criticized from many quarters, 
and it is yet to be seen whether it will not create problems 
far more serious than those it was intended to solve. The 
main criticism was succinaly put by Mr. W. M. Hughes 
of Australia, when he said : “ To attempt as the Statute 
does to crystallize in a formula the relations between Britain 
and Australia is an act of extreme folly. The merit of the 
existing relation between Great Britain and the Dominions 
is its emticity.” In this connection it is vital to remember 
that the constitution of the British Commonwealth of 

^ Article X of the Statute, however, provided that its main operative provisions 
should not extend to Australia, New Zealand and Newfoundland unless adopted 
by those Dominions by special legislation. 
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Nations, like that of Great Britain itself, has been built 
up on foundations composed of a judicious blend of law 
and custom. Squarc-cut stone slabs of statute law are 
reinforced by oddly-shaped bricks of precedent, and bound 
together by the mortar of British pohtical genius — the 
common sense which determines what course is practicable 
in any given circumstances and at any given period. An 
illustration of this is the fact that in none of the Acts of the 
Imperial Parliament which from 1840 to 1909 conferred 
self-government on the Dominions is any attempt made 
to define the relations between the Dominion legislamres 
and the King’s representative. The practice of ministerial 
responsibility to the legislature, the very essence of self- 
go vermiicnt, was established not by law, but by a precedent 
created in Canada by Lord Elgin in the years immediately 
following the Durham Report. When mountains such 
as these have been left to be dealt with by usage, it seems 
superfluous to remove mole-hiUs by statute. In favour of 
the Statute of Westminster it may be said that the con- 
sensus of opinion of the Conferences of 1926, 1929 and 
1930 left the Imperial Government no option with regard 
to the formulation of some such legislative proposal. As 
Lord Passfield said in the course of the debate in the House 
of Lords : “ We cannot help tliis Bill. This Statute of 
Westminster is possibly a very dangerous experiment, but 
the Government is not responsible for that ... the absolute 
duty of the Government, the Conference (of 1930), the 
draftsmen’s Committee, was to carry into effect Mr. 
Balfour’s formula as adopted by the Conference of 1926.” 
If, as apparently it does, the Statute of Westminster satisfies 
the national aspirations of the Dominions, then whatever its 
defects, and whatever the problems it creates, its existence is 
justified. It must be hoped that the constitutional problems 
of the British Commonwealth of Nations will be settled in 
future, as in the past, not in accordance with the words of any 
legal document, but by the dictates of common sense inspired 
by a spirit of goodwill. The Statute of Westminster must 
be judged by the measure in which it serves to foster or 
discourage a general atmosphere of friendly co-operation. 
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Whatever satisfaction the Statute of Westminster may 
have given to the Dominions of Canada, Australia, New 
Zealand and South Africa, it excited no enthusiasm in 
Dublin, and at the end of 1934 the “ Irish question ” still 
loomed large in Imperial Affairs. 

(b) The Irish Question 

In 1926, although tlie forty-four “ Republican ” deputies 
who were led by Mr. de Valera sdll refused to take their 
seats in the Dail because they were not prepared to take 
the Oath of Allegiance, it appeared as if this deadlock was 
chiefly an internal matter, and most people in Great Britain 
believed that with the establishment of the Irish Free State 
the constitutional relations between that Dominion and 
Great Britain had been finally settled. Events were to 
falsify this behef At the elections which followed the 
murder of Kevin O’Higgins in July 1927, the Republican 
Party secured 57 scats as against Cosgrave’s 61, and it 
appeared that the time was now ripe for some sort of 
compromise on the matter of the Oath. De Valera 
accordingly aimounced that he was prepared to accept 
the Anglo-Irish Treaty of 1921, and to hmit his attempts 
to alter it to the use of peaceful means. The Repubhean 
members took their seats in the Dad and began a period of 
peaceful penetration. The adherence of the Labour Parry 
was secured bv advocating a liberal scale of old-age pensions, 
and tliis was followed by a bold stroke to obtain the support 
of die agricultural community. Since 1903 a policy had 
been followed whereby the Irish landlords had been bought 
out and their land transferred to the occupying tenants 
who paid instead of rent a series of long-term aimuities, 
spread over sixty-three years. The scheme was financed 
by the creation of a land-stock guaranteed by the British 
Government, who collected the annuities from the farmers 
and handed them over to the stockholders. De Valera 
now claimed that diese annuities should be considered as 
part of the National Debt, the habdity for which had been 
removed from the Free State under an Agreement signed 
in 1924, and suggested that it ought to be collected in 
48S 
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Ireland and used for the benefit of Irish agriculturalists. It 
was mainly on this issue that he fought and won the 
election of 1932, and with his return to office he at once 
began a fresh period of warfare with the British Govern- 
ment. This time the warfare was of an economic nature. 
In June 1932 the payment of the annuities was suspended. 
The British Government expostulated and offered to refer 
the matter for arbitration to a Court selected from the 
Commonwealth. Dc Valera demanded that the matter 
should go before the Hague Court. The British Govern- 
ment refused, being loath to estabUsh such a precedent for 
an Intcr-Iinperial dispute. The wordy warfare continued : 
Mr. de Valera at one time went so far as to claim that 
England owed the Free State the latter’s share of the National 
Debt since the time of the Act of Union in 1801, to which 
Mr. Thomas retorted that this was a matter of some 
3(^400,000,000 ! In the meantime the British Government, 
in order to collect funds to pay the stockholders, placed a 
20 per cent, tariff (later increased to 40 per cent.) on Irish 
goods coming into England. De Valera retaliated with a 
tariff on English goods, and embarked on a pohey of 
economic self-sufiiciency for the Free State. At tliis time 
the Ottawa negotiations were in process, and the world 
was confronted with the spectacle of a trade war in progress 
between Great Britain and one of the Doimnions at a 
moment when the C'ommonwcalth w^as endeavouring to 
estabhsh Imperial economic co-operation. The economic 
war of attrition continued unabated up to the opening of 
1935, when a first move was made in the direction of a 
saner policy.^ Early in January a Trade Agreement was 
made between Great Britain and the Irish Free State under 
which Great Britain imdertook to increase her imports of 
Irish cattle in return for an undertaking that the Irish Free 
State would purchase practically the whole of her imports 
of coal from Great Britain. 

Unfortiuiately, there were few indications that 1935 would 
witness a similar rapprochement on the pohtical front. The 

^ As will be seen in Chapter XXXV this trade agreement, by relieving the 
more pressing economic difficulties of the Irish Free State, pav^ die way for 
an understanding of a more comprehensive character. 
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first act of the de Valera Government in the new Dail of 
1932 had been to introduce a Bill for the abolition of the Oath 
of Allegiance, thereby raising a point of great constitutional 
importance. Whether the Irish Free State was within its 
rights under the Statute of Westminster in passing an Act 
amending its constitution is too intricate a point to be dealt 
with here. Legal opinion appears to be divided on this 
point, and the matter may prove to be a test case in the 
application of the provisions of that Act. 

At the end of 1934, Mr. de Valera’s political position 
appeared to be unimpaired, in spite of the efforts made to 
undermine it by a semi-Fascist organization (the Blue 
Shirrs) and of the more conventional tactics of the opposi- 
tion party led by Mr. Cosgrave. The principal planks in 
Mr. de Valera’s political platform seemed to be : 

(а) Severance of the British connection, to be followed 
by establishment of a Republic. 

(б) A united Ireland. 

In pursuance of (a) above, he had asked the British 
Government whether Great Britain would take action if 
the Irish Free State denounced the Anglo-Irish Treaty 
of 1921, a hypothetical question which the British liad 
refused to answer. The British Cabinet had also evaded the 
issue as to whether or not the Irish Free State had tlic legal 
right to secede, the British attitude being that Anglo-Irish 
relations were governed by a treaty which could only be 
modified by mutual agreement. In the meantime Mr. de 
Valera, unwilling to force the issue by a definite denunciation 
of the Treaty, had steadily undermined it by such actions as 
reducing the position of the Governor-General to that of 
a rubber stamp; promoting Bills for the abolition of the 
Senate and depriving subjects of the Irish Free State of their 
status as “ British ” citizens ; and, abolishing the right of 
appeal to the Judicial Committee of the Privy CouncD.^ 

The attainment of Mr. de Valera’s second objective, the 
association of the six counties of Northern Ireland with the 
Irish Free State, seemed at the end of Our Own Times to be 

^ The legality of this action was upheld by the PriA-y Council in June 1935. 
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as far off as ever, although there is some evidence for 
believing that Mr. de Valera might modify his demand for 
the establishment of a republic if W so doing he could 
secure a United Ireland. But most Ulstermen continued to 
regard such a project with hostihty, and as late as August 
1934 declared through the mouth of their Premier, Lord 
Craigavon, that “ A united Ireland is not only impossible 
but untliinkable and, from the highest Imperial interests, 
undesirable.** 

3. The Empire and World Affairs 

We shall conclude this chapter upon the political develop- 
ments within the Empire during the closing years of Our 
Own Times with some remarks upon the general question 
of the position of the British Empire in world pohtics. 

We nave traced the story of how the Dominions attained 
the status of sovereignty ; we have seen them emerge from 
the trial of world war and take their seats in the Assembly 
and sometimes at the Council table of the League. We 
might have noted that in 1926 Canada appointed a Minister 
to represent her interests at Washington,^ where he had 
as colleagues the British Ambassador and the Ministers 
representing the Union of South Africa and the Free State. 
We have taken note of the Statute of Westminster and of 
the apparent desire of the majority of Irish Free Staters to 
contract out of the Commonwealth, a purpose which if 
ever achieved may well prove a preliminary step to a 
move to contract in again upon a new basis. Yet with 
die exception of the Irish case all these apparently separatist 
tendencies have been accompanied by a feeling that instead 
of weakening the Empire as a political unit they were in 
fact strengthening it. It has been as if the atoms in a 
molecular structure were rearranging their relative positions 
but remaining inside the molecule. ^ In theory, “Great 

^ Canadian Ministers were accredited to France in 1928 ai>d to Japan in 1929. 

* Can one carry the analogy a stage furtlier and suggest diat die weigbtage 
of the atoms is altering and tliat tljc formula 

G.B ^4 Aj 4 C, 4 S.A| 4 N.Z^ == British Empire 

should now read ; 

(t.Bj 4 A, 4etc. ---'British Commonwealth of Nations. 


491 



Our Own Times 


Britarn** in the Empire formula has become “Great 
Britain ’* in an association of autonomous communities/’ 
but in practice the burden of defence still lies on tnc 
shoulders of the taxpayer in the United Kingdom, and 
it is in those islands that most of the white population 
of the Empire is concentrated; London is its cultural, 
commercial and financial heart. The Statute of West- 
minster is powerless to affect these practical considerations. 
The fact that they exist side by side with theoretical equality 
of status creates a problem analogous to that which arises 
at Geneva when it becomes necessary for collective action 
to be taken by states theoretically equal in status but unequal 
in material resources. At the end of Our Own Times this 
Imperial problem had not been defined and it might be highly 
dangerous to attempt to do so. We shall only be able to 
define the problem in a piecemeal manner as we look back 
and observe what action has been taken to deal with events 
as they have arisen. But tliere is evidence that the problem 
has been recognized, and an interesting unofficial conference 
met at Toronto in 1933 to discuss Inter-Imperial ILelations.^ 
This gathering was originally intended to discuss Inter- 
Imperial machinery for “ communication, consultation and 
action between the members of the British Common wcaltli 
of Nations.” But it was soon reahzed that “machinery” is 
but a means to an end, and that the nature of the machinery 
must be conditioned by the purpose for which it is required 
to be used. 

It was not to be expected that such a Conference could 
possibly define “ Empire Ends,” nor was it desirable that it 
should attempt to do so except in the broadest possible 
manner. A study of the records of this gathering, and of 
other documents bearing on this subject, suggests that in 
1934 instructed opinion throughout the Empire was in 
agreement on the following propositions : 

That it should be the policy of the Empire units severally 
and jointly so to act as to promote international goodwill ; 
and to support the League of Nations and the collective system 

^ See British Commonwealth Relation ty Oxford University Press. This book 
is at least as important for what was left out as for what was put in. 
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of security in so far as is practicable ; and to maintain and 
promote good relations with the U.S.A. 

The first set of propositions was founded on the un- 
questionable truth that both the League of Nations system 
and the British Empire system have as their purpose the 
maintenance of peace. The chief justification for the 
existence of the British Empire, tempo 1934, was that it 
afforded a practical demonstration of the truth that sovereign 
states geographically spread across the world, inhabited by 
many peoples differing in many ways one from the other, 
could lie within a pohtical and economic framework, or if 
that word be too strong let us write “ witliin an environ- 
ment,” from which war as a method of setthng disputes had 
become unthinkable.^ The Empire was significant because 
it showed not what Englishmen were, but what human 
beings could be. 

At the end of Our Own Times the Empire remained a 
deeper “ mystery ” than ever, presenting many features 
incom^irehensible to foreigners and ignored by the British. 
This ‘ mystery ” had defied attempts rashly made at 
Westminster and Ottawa to define and formalize its essential 
inwardness, to cage and crib within the form of words and 
inscribe upon the parchment of law tiiose things of the spirit 
which so many men in so many parts of the Empire 
intuitively felt were existent somewhere and somehow 
within the buperial body corporate and nebulous. In the 
Empire there was a sense that there existed what a German 
sociologist, writing of the metaphysical causes of the Nazi 
revolution, described as ” das verbindende Etwas, die 
Briickc des Gcfiihls ” — “ that something which binds 
together, the bridge of common feeling.” At the end of 
Our Own Times “ London Bridge had fallen down, fallen 
down, fallen down . . .” and a new bridge was needed 
to carry the Empire traffic of the twentieth century. 
In accordance with modem engineering practice it will 
probably be a light and airy affair, but it need not be less 


^ It wav manitcstly absurd to British tliought that His Majesty could be at 
peace in one ol his manifestations and at war in another, as would be the case 
in an inter-Dominion war. 
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strong, and it may be stronger than the old bridge of ninc- 
tccnth’-century stone which served its purpose well enough 
dudng the years of the second British Empire (1776-1919). 
It wifi also be a bridge, perhaps a network of bridges, 
built from the ends towards the centre. The old London 
Bridge which was finally demolished by the Statute of 
Westminster was built outwards from Great Britain; the 
new bridges are likely to come inwards from the Dominions. 


During the Times to Come, Empire statesmanship will 
be confronted with many difficult problems of co-operation. 
Within the Empire there will be questions such as tliose of 
emigration, of monetary and commercial policies, and of 
Imperial Defence.^ Externally, the problems of the practical 
relationsliip between tlie Empire system and the League 
system and relations with the U.S.A. will become increas- 
ingly important. Where should we go to find a guiding 
principle ? The answer is to be found in the Third Chapter 
of the Second Epistle to the Corintliians, where it is written : 

“ Not of the letter, but of the spirit ; for the letter killcth, 
but the spirit giveth life.” 

' For an example of a Domimon attitude towards defence which illustrates 
the nature of that problem, see the speecli made by Mr. Pirow, Soutfi African 
Minister of Defence, on February 5th, 1935. 





CHAPTER XXIII 


THE EMPIRE — ECONOMIC 

“ To prohibit a great people, however, from making all that tliey 
can of every part ot their own produce, or from employing their stock 
and industry in tlie way that tliey judge most advantageous to them- 
selves, is a manliest violation of the most sacred rights td’ mankind,’* 

Adam Smith, 7'he Wealth of Nations — of Colonies. 

“ 1 o propose that Great Britain slumld voluntary give up all authority 
over her colonics . . . would be to propose such a measure as never 
was, and never will be adopted, by any nation in tite world . . . the 
most sasionary vntiiusiast would scarce be capable of proposing such 
a measure witli any serious hopes at least of its ever being adopted. 

If it was adopted, however, Great Britain . . . might senie with them 
(the colonies) such a treaty of commerce a.s would efTecTually secure to 
her a free trade more advantageous to the great body of the people . . . 
than the monopoly wdiich she at present enjoys ... it miglu dispose 
tJicm ... to favour us in war as well as in trade ... to become our 
most faithful, affectionate and generous allies. . . — Op.cit. 

W E have examined the political developments which 
occurred in the British Empire during the closing 
years of Our Own Times and we have seen that the 
“ visionary measure ” referred to in tlie eighteenth century 
by Adam Smitli in the quotation at the head of this chapter 
had become a reality by 1934, although a Southern Irishman 
might question the appropriateness of the word “ volun- 
tary,” and some Indians would probably concur in this view. 
It is clear from his writings in The Wealth of Nations that 
Adam Smith had the vision of Dominion status, and that 
he hoped as an econtnnist that pohticai independence 
within the Empire would lead to economic co-operation. 
Wc must now survey the financial and commercial develop- 
ments which took place within the Empire during the 
years 1931-34 and sec whether the second part of Adam 
Smith’s vision came true. The World Crisis dominates 
the story. 

Its relentless pressure was felt at an early date by the 
overseas Dominions whose prosperity was chiefly dependent 
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upon the sale at profitable prices of raw materials to industrial 
Europe and America. Each sovereign state within the 
Empire was to a greater or lesser extent obliged by the crisis 
to pay attention to grave problems of internal reorganization, 
analogous to those which were the cause of the establish- 
ment of a National Government in Great Britain. We 
shall briefly describe how each Dominion grappled with 
die task of adjusting its internal economic life to changing 
world conditions, and we shall then proceed to show 
how the crisis affected the Empire as a whole. For it 
not onl)' drove each Dominion to look inwards for 
economic salvation, but it also drew the Dominions and 
Great Britain together round a Council table at Ottawa 
in order to investigate the possibilities of that Imperial 
economic co-operation which the genius of Adam Smith 
had foreseen to be the fruits of a free political association 
of sovereign states. 

It will be convenient first to deal with the internal affairs 
of the Dominions before we take our passage to Ottawa 
in the Empress of Britain. We will begin with the Common- 
wealth of Australia, first of the Empire sovereign states to 
feel the impact of the crisis. 


I. Australia and the Crisis 

In the comparatively short period between 1871-1931 
the Australian people had built up a very high standard of 
living upon the three pillars of wool, wheat, and large supplies 
of cheap credit in London. The Australians were in many 
ways insular-minded and faded to appreciate that their 
desire to build up home industries which could only exist 
behind high tariff walls would land them into difficulties 
if and when the golden stream from London was cut off. 
High tariffs were set up, and Australian industry grew up 
with mushroom speed ; the War accelerated the process.-* 
Although the growth of Australian industry was impressive, 

^ In 1931-32, a year of depression, Australian pnmary production had reached 
a total of ;C*93 million as compared witli ^‘40 milbon for the centenary year, 
1871. In 1931-32 the value of her manufactures amounted to over ;(^28i 
million^ 

496., 



The Empire — Economic 

the market for its output depended upon the purchasing 
power of the farmer, and he in his turn was at the mercy 
of the consumer in the industrial countries. 

When the crisis put an end to the process of international 
lending and London closed down its overseas money 
market,^ the realities of the Austrahan situation began to 
emerge, and the speed and extent of the fall in the price of 
primary products (which accounted for 68 per cent, of the 
Australian export trade) rapidly brought Austraha to the 
verge of national bankruptcy. 

The wool situation was one of the chief immediate 
causes of the trouble. Austraha supphed the world in 1933 
with one-quarter of its total output of wool, and in the 
year 1927-28 she had received ^66 milhon for the clip, 
a figure nearly half the value of all her exports.^ In 1930 
the price of wool had fallen by over 50 per cent., and the 
value of the clip for 1931-32 was about milhon. 

Since London had stopped giving credits to Australia, 
and since Australia’s receipts from wool and other exports 
had declined catastrophically, whereas no serious attempt 
had been made to decrease expenditure, the budgetary 
positions, both of the Commonwealth and of the States, 
began to deteriorate. The Austrahan ^ lost its exchange 
value with the Uiuted Kingdom and was quoted early in 
1931 at 17s. sterling. 

In 1930 Sir Otto Nicmcycr, an ex-Treasury official in 
the Bank of England and a famous diagnostician of diseased 
public finances, had paid a visit to Austraha and made 
certain recommendations of a deflationary nature which 
might balance the budgets. These proposals, which would 
have lowered the standards of hfe in Australia, were not 
acceptable to the Labour Commonwealth Cabinet led by 
Mr. Scullin, and his views were shared by Mr. Lang, 
the very radical leader of a Labour Government in the 
state of New South Wales. A good deal was said in 
Australia to the effect diat Sir Otto was the emissary of the 
bondholders in London who owned Australian stock, and 

’ ^ See Chapter XIX, pp. ^97 seq. 

2 Australian Year Book, No, 26, p. 2^^. 
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that the City ” was determined to obtain its pound of 
flesh regardless of the sodal consequences in Australia. 

That the Australian Governments had over-borrowed was 
now obvious, but it was no less clear that the London 
financial houses had been equally to blame in encouraging 
the Australians to dip their buckets deep into the well of 
easy credit. 

Although Sir Otto’s advice was rejected, the growing 
seriousness of the situation became evident in April 1931 
when the* Commonwealth Bank notified the Chairman of 
the Loans Council that it could make no further extension 
of credit. At that time the Australian Governments were 
indebted to the extent of milhon to the Cotnmon- 

wealth Bank, and were faced with a joint deficit of ^{^39 
million for the coming year. In these circumstances the 
Loan Council appointed a sub-committee of four economists 
and the five state under-treasurers to inquire into the budget 
poheies of the states. The results of tlicir investigations 
were embodied in a report which was adopted by the 
Conference of Prime Ministers at Canberra in May 1931, 
and became known as the Premiers’ Plan. 

The basis of this Plan was the principle that the conse- 
quences of the fall in the national income should be shared 
fairly between all classes of the community. Salanes and 
wage rates were cut down by about 20 per cent. ; whilst a 
semi-compulsory conversion operation of government 
bonds reduced the incomes of rentiers by a similar figure. 
Supplementary measures were taken to effect a corre- 
sponding reduction in interest rates. The reduction in 
wages showed that the Courts of Arbitration which 
fix wage rates throughout Australia in accordance with 
movements of the cost of living were capable of greater 
elasticity in their operations than had been previously 
supposed. The decision of the Federal Court of June 1931, 
subsequently endorsed in the Premiers* Plan, effected a 
reduction of 10 per cent, in real, as distinct from money, 
wages. It was not merely a reduction in accordance with 
the fall in cost of living index, but a definite reduction in 
the standard of living. 
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The so-called ^ “ voluntary ” conversion of the internal 
debt of ^£556 million from si per cent, to less than 4 per 
cent, was carried out in a series of operations, the first of 
which took place in the summer of 1931 and the last in 
February 1934. The economy measures initiated under the 
Premiers’ Plan were accompanied by certain internal 
inflationary measures designed to counteract their depressing 
influence on industry and employment. 

For the first time the Commonwealth Bank began the 
discounting of Treasury Bills, thus creating a considerable 
expansion of credit which played a large — some authorities 
consider the largest— -part in Austrahan recovery. This 
innovation was also ot importance in so far as it created a 
new and closer relationship between the Commonwealth 
Bank and the Federal Government. Another fact of 
considerable importance was the relief to the Australian 
Exchange position given firstly by the extension of the 
Hoover Moratorium of 1931 to inter-Empire Govenimcnt 
debts, and subsequently by Great Britain’s abandonment 
of the gold standard. By 1934 the Australian ^ stood at 
about half of its pre-War gold parity, a circumstance which 
stimulated the export trade and helped fo redress the 
Australian balance of payments. These drastic measures 
were not carried through witliout opposition, the bulk 
of which came from New South Wales in wliich state 
Mr. Lang had his own scheme. 

The Lang Plan for resolving Australia’s difficulties 
involved the suspension of interest payments to overseas 
bondholders,^ the reduction of interest on all internal 
loans to 3 per cent., and the replacement of the gold standard 
by a “ currency ” based on the wealth of Austraha, to be 
called the goods standard.” He succeeded in carrying 
out the first item on his programme by refusing to pay the 

i “ So-called ” because arrangements were made by which tliose who did 
not convert voluntarily were to have their stocks converted by compulsion. 
Cf. the far more artisitically conrnved United Kingdom Conversion Loan of I9-J3. 

* Mr. Lang argued that die basic needs of an Australian household should 
have priority over the bondholders in London. But lest the sympathetic reader 
feel too soft towards Mr. Lang it is well to remember diat the " bondholder ” 
may be an insurance company upon whose solvency depends die fate of widows 
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interest to bondholders due in April 1931. This obligation 
was taken over under the Financial Agreement of 1927 
by the Commonwealth Treasury, on the understanding 
that the sums involved should subsequently be recoverable 
from New South Wales, In April 193 1 a startling occurrence 
prevented Mr. Lang from proceeding further with his 
plans. The New South Wales Savings Bank closed down 
because its depositors made a run on it in anticipation 
of the proposed reduction of interest rates. This event 
had a sobering effect not only on New South Wales, but 
on the Commonwealth as a whole, especially as the 
Commonwealth Savings Bank at one time showed signs 
of proceeding down the same road towards insolvency. 

In November 1931 the Federal Labour Government under 
Mr. ScuUin was defeated on a vote of censure and a general 
election was held, which resulted in the return of a majority 
composed of the two conservative parties, the Nationalists, 
under Mr. Lyons, and the Country Party led by Mr. Page. 
Mr. Lyons took office at the end of December. There 
followed a period of acute conflict between the Federal 
and New South Wales Governments, which only ended 
when in May 1932 the Governor of that state withdrew 
Mr. Lang’s commission and requested Mr. Stevens to form 
a ministry.^ 

Australia, first into the crisis, was the first to scramble 
out of the depression. By the bcgiiming of 1933 she was 
well on the road to partial recovery. In October 1933 
Mr. Lyons was able to introduce a “ prosperity ” budget 
which, in spite of certain reductions of taxation made in 
November 1932, showed a surplus of some /'3I million. 
A year later, on the eve of the 1934 elections, he was able 
to show that in spite of considerable restorations of pensions 
and reductions in taxation amounting in all to about jCjo 
million, the Federal accounts for the year ending June 
1934 showed a surplus of about jQi million. At the same 

^ The Governor was enabled to take this decisive step owing to tlxe fact that 
Mr. lang had issued, and refused to cancel, illegal instructions to the heads of 
depattments at an election held in June. The Governor’s action was shown to 
have leflected the views of tile great naajority of the electors. (See Economist^ 
May aist, 

<00 



The Empire — Economic 

time he was able to announce that unemployment, which 
had stood at 30 per cent, in the second quarter of 1932, 
had steadily decreased until by June 1934 h stood at 20*9 per 
cent. He estimated that the amount of unemployment 
directly due to the depression had been almost halved. 
He furdicr remarked that factory employment had increased 
by 20 per cent, between 1931-32 and 1933-34. 

As regards primary products the most noticeable recovery 
had been it\ the wool trade. The Australian wool cheque 
for the year ending June 1934 was over ^52 million, the 
liighest figure since 1928, though there was a relapse in 
prices during the latter half of 1934 owing to the decline 
in the German demand. In view of the importance to 
Australia of the export of w^ool, it is significant that for some 
years the Japanese demand for that commodity had been 
increasing rapidly and Japan was becoming Australia’s 
principal customer for wool. Pohtically the Australians 
were alarmed at Japan’s expansionist policy in the Far 
East; economically Austraha was becoming dependent 
upon Japanese prosperity. The elections of September 
1934, in which the principal issue was whether or not the 
country would continue to abide by the principles of the 
Premiers’ Plan, resulted m the return of Mr. Lyons for 
another term of office. This time, however, the Nationalist 
Party had not a clear majority, and a Coahtion Government 
was formed which mcluded four members of the Country 
Party. It was hoped in Great Britain that tliis Coalition 
might modify the traditional high tariff pohey of Austraha 
in order to assist the farmer and to meet the growing 
agitation amongst British manufacturers for a larger margin 
of Imperial Preference. In January 1935 the Common- 
wxalth government was resisting suggestions that Australia’s 
agricultural exports to Great Britain should be restricted, 
and hinting that if necessary retaliatory action would be 
taken against United Kingdom exports. 

2. New Zealand 

In general the troubles suffered by the Dominion of New 
Zealand as a result of the crisis were similar to those of 
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Australia, or indeed of all the primary ” producing 
countries overseas, such as the republics of South America. 
In the case of New Zealand there were some features which 
must be mentioned. During the latter half of tlie nineteenth 
century the Dominion had been settled by emigrants from 
the United Kingdom and financed by capital from London 
as a distant dair)' farm for Great Britain. The inhabitants 
of New Zealand numbered but one and a half milhon in 
1933, but during the closing years of Our Own Times the 
activities of these South Pacific farmers in the Antipodes 
supplied Great Britain with two-thirds of the cheese, one- 
quarter of the butter, and more than half the frozen mutton 
and lamb brought from overseas to the consumers of the 
United Kingdom. The New Zealanders have always been 
less “ nationalistic ” than the Australians, and were well 
content to be England’s farm and to rely upon the factories 
of the Mother Country for their industrial needs. The 
services of the loans raised in London required about ^^9 
million a year, and this was met by the export surplus of 
fitrm goods. Even so, New Zealand was in the habit of 
importing more than twice as much per head of population 
than was the case in Canada, Austraha or South Africa. 

When the price of agricultural products began to fall 
the New Zealanders increased their output, hoping thereby 
to counteract the fall in value * ; but even so, the agricultural 
cheque received by New Zealand from her exports fell 
from ^^83 million m 1928-29 to £30 milhon in 1931-32. 
Not only did New Zealand suffer from the fall of value 
but she also had to fight hard to retain her right to export 
produce to some of the markets she had supphed in the 
years before the crisis. In 1930 the Canadian Government, 
in order to protect its own farmers, increased the tariff rate 
on New Zealand butter. The New Zealanders protested, 
but in vain, and as a rctaUatory measure placed almost all 
Canadian goods upon the generd tariff list and thus deprived 
them of their British preference. But far more menacing 
to the New Zealander was the threat that as part of the 

' The output of butter rose between 1931-32 and 1931-33 by 21-6 per cent., 
and by 9* 5 per cer»t. during the next twelve months. 
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United Kingdom agricultural policy, the market in Great 
Britain for New Zealand dairy produce might be restricted. 
We shall return to this subject in a moment, but before 
doing so we must record that in 1932 the growing volume 
of unemployment ^ and the distress of the farming com- 
munity obliged the Government to take active measures to 
combat the crisis. 

Taxation was increased in order to check the growing 
budgetary deficit, and wages were reduced,® but the main 
shield under which it was hoped to shelter the New Zealand 
fanner was the device of currency depreciation. On January 
20th, 1933, the exchange rate on London was raised from 
/|(n.z,)iio to ^(n.z.)i25 to £100 sterling. The banks 
promised co-operation, provided the Government indem- 
nified them against loss. This deliberate depreciation of 
the New Zealand £ in order to boost tlae export trade was 
opposed by the industrial and mercantile classes of the 
country, and the Finance Minister, Mr. Downie, resigned. 
In spite of constant opposition by certain sections of pubhc 
opinion both in New Zealand and in Great Britain, and 
although a large sterling balance of some £20 million 
had accumulated in London, no alteration had been made 
in New Zealand currency policy at the end of 1934. 

Like Australia, New Zealand converted its internal 
National Debt to a lower level of interest. The scheme was 
“ voluntary,” but laggards were galvanized into patriotic 
activity by a law which imposed a special tax of 33J per 
cent, on interest received from imcon verted securities ! 

One consequence of the prominence given in New 
Zealand to financial pohey was the establishment, not- 
withstanding the usual opposition from the commercial 
banks, of a New Zealana Central Bank which began 
operations in August 1934. 

The effects of the depreciated New Zealand pound ® on 

^ In 1929 3000 unemployed; i930-=38,ooo; 1932 = 45,000; 1933 = 51,000. 

* The wage reduction of 10 per cent, had been confirmed by the New Zealand 
Arbitration Court on June 8th, 1931. 

*• It stimulated exports because £ioo in London would buy £12'^ for ex- 
penditure in New Zealand. Similarly the fall in die exchange v^ue of the £ 
N.z. tended K) check imports, since a New Zealander had to pay £(n.z.)i 25 in 
order to meet a bill in London for £100 (sterling) of goods. 
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the volume of exports were remarkable. The exports per 
head from New Zealand increased by 30 per cent, between 
1928-33, whereas the corresponding figure for imports was 
a fail of 27i per cent. It was anticipated that the budget 
would be balanced for the year 1934-35. But this New 
Zealand “ recovery ” being based chiefly on a depreciation 
of the currency, had repercussions elsewhere and was by 
no means pleasing to the United Kingdom farmer, who 
found that the competition of New Zealand dairy produce 
was becoming ever more severe. It was in fact an example 
of Empire “ dumping,” and the United Kingdom farmer 
called for a rcstncaon of these imports from the other side 
of the world. 

The New Zealanders were fully alive to the datigerous 
possibilities in the situation, and made tentative eflbrts to 
secure an undertaking from Great Britain that if New 
Zealand allowed the free entry of an unlimited quantity 
of United Edngdom manufactured goods, tlierc should be 
similar treatment for an unhnuted quantity of New^ Zealand 
produce. To have acceded to tliis request would have 
jeopardized a large part of the United Kingdom agricultural 
policy, and His Majesty’s Government iri London returned 
a polite but negative reply to His Majesty’s Govcriimeiii 
in New Zealand. 

At the end of Our Own Times the New Zealanders were 
protestmg vigorously at the prospect of compulsory 
restriction of their imports into Great Britain, and the day 
of such re.striction seemed to be drawing near. This issue 
between the United Kingdom and New Zealand was but 
one aspect of the larger question as to what was to be the 
balance between industry and agriculture 111 die several 
sovereign states of the Empire and even in parrs of “ the 
sterling Hoc.” 

3. Canada 

The effect of the crisis on the internal poliaes of Canada 
was no less marked than that produced m other Dominions. 
Up to 1930 Canada could be classed as one of the “ moderate 
tariff” countries. Her tariff policy was largely governed 
S04. 
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by the needs of the producers of her staple exports, which 
were wheat, flour, paper and timber. During the years 
preceding the depression her exports per head of population 
were three and a half times as great as those of the United 
States. At the elections of 1930 Canadian industrialists 
were closely associated with the return of a Conservative 
Government under the leadership of the forceful Mr. 
Bennett, and the Conservatives took office with a clear 
mandate for high protection. After that date Canada 
became one of the most highly protected countries in die 
world, a situation little altered by the Ottawa Conference,^ 
which merely resulted in the transfer to Great Britain and 
other parts of the Empire of a proportion of the Canadian 
imports previously drawn from the United States. 

It was the misfortune of the Canadian Conservative Party 
to come into office with the depression, when the collapse 
of prices in the world wheat market was threatening the 
economic stability of a country heavily burdened with 
unproductive debt and saddled with two enormous and 
competitive railw'ay systems (the C.P.R. and The National), 
one of which was state-owned, and both of which were 
unprofitable. 

Moreover, just as South Africa has had her British-Dutch 
problem, and Australia the problem of Western Australia, 
so Canada had a similar and perhaps more acute problem 
in the shape of the French-Canadian bloc in Quebec. 

In dealing with crisis conditions, whether engendered by 
war or economic depression, emergencies are best met by 
ccntrahzcd action, but in Canada the differences in outlook 
and interest of the habitant ” of Quebec, the farmer of 
Winnipeg, and the lumberman west of the Rockies in 
Bntish Columbia, made vigorous action by the Federal 
Government a particularly difficult matter. 

As the crisis deepened and the Canadians learnt that 
during 1933-34 more than 1,400,000, or a ninth of the 
population, were on relief, a widespread demand arose for 
radical action. One form in wliich this was expressed 
took die shape of a new pohtical party called Co-operative 
1 See p. 510. 
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Commonwealth Federation (C.C.F.), which attracted to 
its banner a mixed company of Socialists, radical farmers 
and persons with advanced views on most subjects. At 
the end of 1934 the C.C.F. was disintegrating, but it had 
played some part in persuading the Conservative Govern- 
ment, i,e. Mr. Bennett,^ to be up and doing in the direction 
of State Planning. An indication of this move was the 
passage in 1934 of the “ Natural Products Marketing Bdl,” 
a measure modelled upon the United Kingdom Agricultural 
Marketing Act, but which in some respects was more 
radical than its prototype.^ 

The influence in Canada of political and economic events 
in the U.S.A. is always very strong, and the New Deal 
philosophy had its echoes across the border. The Canadian 
Government were obliged to appoint a committee, which 
afterwards became a Royal Commission, with instructions 
to investigate industrial conditions and price spreads. The 
evidence elicited by the inquiry profoundly shocked 
Canadian public opinion, for it became clear that notwith- 
standing the high tariff, which was supposed to guard the 
“Canadian standard of living” from attack by cheap foreign 
labour, there existed in Canadian industry sweat-shop 
labour and astonishingly low wages. 1934 also wimessed 
the establishment of a Canadian Central Bank. Though 
industrial reform was badly needed, it could not take place 
unless and until the Federal Government was able to over- 
ride the Provincial Legislatures in such matters, and for tins 
to be possible an amendment of the British North America 
Act was necessary. The Provinces in general, and Quebec 
in particular, were extremely jealous of their rights,^ and 
constitutional amendment was a difficult matter, and no 


A story is told of Mr. Bennett that he was observed walking round tlic 
Parliament buildings muttering to himself. A stranger asked who dial might 
be ^ He was told that it was the Pnme Minister of Canada holding a Cabinet 
meeting ! 

* “ I am for reform, and in my mind reform means government intervention. 
It means government control and intervention. It means die end of laissei-- 
fmre.'* (Mr. Bennett m a Broadcast address. See The Times^ January 3rd, 1935.) 

® On December 21st, 1934, Mr. Patullo, the Premier of British Columhnt, 
itsued a statement declaring that his Provinaal Government intended to prevent 
the entry into British Columbia of Eastern Canadian goods produced undei 
lower standards of wages and hours than those in British Columbia. 

S> 



The Empire — Economic 

easier for Liberals than Conservatives, since the former 
were dependent upon the French-Canadian vote in Quebec. 

The year 1934 closed with the Conservatives in Canada 
endeavouring to stave ofF disaster at the elections of 1935 
by interpreting the general feeling for state intervention 
to meet the crisis in a more vigorous manner than would 
be possible to their Liberal opponents, whose Liberalism 
was largely of the laissez-faire variety and in any case 
restricted by the extreme conservatism of the so-called 
Liberals in Quebec. As a result of a journey across Canada in 
the autumn of 1934, the writer was left with an impression 
that Canada, like Australia, had learnt the lesson that high 
tariffs arc an economic danger to a country principaUy 
dependent for its prosperity upon the export of raw 
materials. 


4. The Union of South Africa 

The economic strength of South Africa is in part derived 
from the export of agricultural produce and in part from 
the export of gold. Like all overseas raw tnaterial pro- 
ducers the Umon was hard hit by the precipitous fall in 
the price of raw materials, which was one of the chief 
phenomena of the crisis. But as regards the export of gold 
there is a very different story to tell. The world’s financial 
disorganization consequent upon the progressive abandon- 
ment of the gold standard was a stroke of rare good fortune 
for South Africa, which produces nearly 50 per cent, of the 
world’s annual supply of gold. 

As currencies were devalued in terms of gold in all parts 
of the world, imtil in 1934 only the few gold bloc countries 
raUied round the Bank of France, the value of gold greatly 
increased in terms of goods. When South Africa, having 
protested that she woidd never abandon the gold standard, 
did so in December 1932, a tremendous boom began in the 
gold-mining industry. It became profitable to work and 
develop mmes of low-grade ore, which were uneconomic 
with gold at 84s. an ounce, but profitable ventures when 
the price of gold rose to 135S.-160S. an ounce. The 
prosperity of the gold mines in South Afiica was ofiset 
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by extreme depression amongst her farmers, whose Job- 
like afflictions were made almost unbearable by exceptional 
droughts. Apart from this boom in the gold industry the 
outstanding result of the crisis in South Africa was to carry 
a stage further that reconcihation between the Dutch and 
Enghsh sections of the population which had begun with 
the Union, was accelerated by the Great War, and was 
greatly facilitated by the concessions to Nationalist aspira- 
tions contained in the Statute of Westminster. It remained 
for die economic crisis, which, as wc have seen, squeezed 
national states so hard that the juice of political controversy 
fell from their bodies, leaving dry “ national ” all-party 
goveniments in command, to complete die process of 
South African unification. At the time when the world 
crisis reached South Africa the principal parties were the 
Nationalist Party led by General Hertzog and the South 
African Party under General Smuts. The former was 
mainly composed of the Dutch section of the population, 
most of whom w'erc farmers and, until 1931 at any rate, 
was anti-imperialist, secessionist, and even republican in 
its tendencies. The South African Party was chiefly com- 
posed of the “ English ** part of the population, and was 
especially strong in Natal. Its leader, “ Slim Jannic,’’ as he 
was called by liis political opponents, was a statesman (.)f 
international reputation, a staunch advocate of the British 
comiection, and of hberal opinions except as regarded that 
greatest of South African problems, the native question. 
Upon this question the two liistoric parties diifercdonly inthe 
degree of their illiberality. The Dutch in South Africa have 
always beheved in the firm hand in native matters ; the English 
have suspected that the native is a species of human being. 

The hostility of the Nationalist Party to any aspirations 
of the black man towards economic and political equahty 
with the white man caused the small Labour Party to ally 
itself with the Nationalist Party. This small group (21 
members in 1920 in a Legislature of 134) was virtually wiped 
out in the 1933 elections, which witnessed the conclusion 
of a paa between Hertzog and Smuts and the formation 
of a National Government with an overwhelming majority. 
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It was explicitly laid down in the compromise on which 
the fusion was based that both sides upheld the national 
independence of South Africa — “ as confirmed by the 
Statute of Westminster and the Status of Union Act ” and 
the maintenance of “the existing relationship between 
South Africa and the British Commonwealth of Nations.” 
In December 1934 the negotiations between the South 
African and Nationalist parties were carried a stage further 
when the two old parties were formaUy merged into a 
new organization to be known as the United Party of 
South Africa. One result of this amalgamation of parties 
was that the Native question was virtually shelved, but 
altliough the whole question of the relationship between 
wliite and black is still in an embryonic stage, and not 
having become intcniationally or even nationally prominent 
during Our Own Times, is excluded from this study, it 
seems certain to become a great problem with world-wide 
ramifications in the Times to Come.^ 

The vast areas from the Sudan to the Cape of Good 
Hope and from Zanzibar to Lagos, down whose central 
chain of aerodromes the craft of Imperial Airways roar 
to and fro, are coloured on the maps with the diverse hues 
of the colonizing Powers ; and as often as not the colour 
is red. But those witli eyes to see can glimpse beneath that 
coloured patchwork a uniform background, and its hue is 
black. The black man has been passive, silent and uncom- 

E laining. He is stirring and heaving. If Asia is stretching 
er limbs, Africa is rubbing his eyes. 

II 

We have dealt in the preceding sections of this chapter 
with the chief features of the internal economic develop- 
ments in the self-governing Dominions of the Empire, but 

^ Native voters (ot whom tliere are some in die Cape Province of the Union 
of Soudi Afnca) are not allowed to belong to die new Political Party. Early in 
December 1934 Mr. tourie, Minister of Labour, announced diat die Govern- 
ment would shortly introduce a Minimum Wage Bill. Tlie purpose of diis Bill 
was to reserve certain occupations to Europeans, llie whole question oi South 
African native policy is treated more fully in die section on die British Common- 
wealth in Chapter XXXV. 
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as we pointed out in the opening chapter the crisis had a 
dual cffca upon the Empire, for it not only caused each 
part of the Empire to consider ways and means of self- 
preservation, but it also brought about the bcgimiings of an 
attempt to create an Empire bloc in which the Dominions 
and the United Kingdom would find beneficial economic 
conditions. This attempt was inaugurated at Ottawa 
in 1932. 

I. The Ottawa Conference 

Ever since Great Britain had abandoned the mercantilist 
conception of a Colonial Empire she had steadfastly refused 
to modify her fiscal and commercial policy in favour of 
the Empire overseas. At the Colonial and Imperial Con- 
ferences held before the War, repeated attempts were made 
by the Dominions to secure a preference in the United 
Kingdom market. A section of opinion in the home 
country had advocated the forging of tariff bonds be- 
tween the various parts of the Empire, but with the rout 
of the Tariff Reform Party in 1906 the question seemed 
to have been finally banished from the reim of practical 
politics. 

It came to life again in 1923 when the Conservative Party, 
under the leadership of Mr. Stanley Baldwin, went to the 
country and asked tor a mandate for tariffs, but the electoral 
defeat received on that occasion convinced most Conserva- 
tives that the sooner their party dropped the tariff plank, the 
sooner they would be back in office. 

The advent of the economic crisis produced a complete 
reversal of this pohey. Faced with the loss of a great 
quantity of trade and desirous of securing a larger share of 
the Dominion markets, the National Government of Great 
Britain, armed with the powers of the Import Duties Act 
(1932), took the initiative. When the economic section of 
the Imperial Conference of 1930 met for its second session 
at Ottawa on July 21st, 1932, it was for the express purpose 
of evolving a scheme of Dominion Preference. 

The objects of the British delegation were twofold; to 
secure a larger share of the Dominion markets for British 
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majiufacturcd goods, in exchange for a preference in the 
home market for certain Dominion products, and to effect 
this preference so far as possible without raising the level 
of Empire, including United Kingdom, tariffs against other 
countries. As Mr. Baldwin stated in his opening speech : 
“ There are two ways in which increased preference can be 
given—either by lowering the barriers amongst ourselves 
or by raising tnem against others. The choice between 
these two must be governed largely by local considerations, 
but subject to that we should endeavour to follow the first 
rather than the second course. For ... no nation or 
group of nations, however wealthy and populous, can 
maintain prosperity in a world where depression and 
impoverishment reign.’* Events were unfortunately to 
prove that “ local considerations ” were too strong for 
practical effect to be given to these admirable sentiments. 

The main problem facing the delegates at Ottawa was 
that of increasing British imports of primary products from 
the Dominions, and Dominion imports of manufactured 
goods from Great Britain, without provoking an outcry 
from British agriculturalists on the one hand, and from 
Dominion industrialists on the other. In pre-War days, 
when the Dominions confined themselves almost exclusively 
to the production of food and raw materials, and Great 
Britain to that of manufactured articles, mutually beneficial 
arrangements would have been easier to negotiate. The 
growth of power producaon and the stimulus to industrial- 
ization given by the War had blurred these lines of demarca- 
tion. The Dominions had found that they could produce 
many manufactured articles themselves, and Great Britain 
had received a lesson as to the danger of allowing borne 
agriculture to die of inanition. 

During the Ottawa meetings the chief opposition to 
agreement came from the Dominion industrialists, especially 
the Canadians, who objected to the requests of their British 
rivals that there should be a substantial reduction of tariff 
barriers. The utmost they would concede was ‘‘ to keep 
or reduce protective duties to a level which would give 
United Kingdom producers full opportunity of reasonable 
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compedtion on the basis of the relative costs of economical 
and eiSdcnt production, provided that special consideration 
might be given to the case of industries not fully estab- 
lished/^^ A further concession was that British exporters 
should be allowed to state their case before the Dominion 
Tariff Boards, or other competent authority, prior to any 
drastic revision of tariffs. Tlie net effect of the Ottawa 
Agreements was that a preference, varying in the case 
of each Dominion, was given to a range of British exports. 
In most cases this preference was secured by an increase 
in the tariff against other countries. In return for these 
rather limited concessions Great Britain undertook : 

{a) To continue free entry for all Empire products already 
admitted free. 

{h) To impose fresh duties on certain imports from foreign 
countries, such as wheat, maize, butter and cheese, 
canned, dried and some fresh fruits, copper, linseed 
and rice. 

(f) To regulate quantitatively foreign imports of chilled 
and frozen meat and subsequently bacon and ham. 

(d) To maintain existing preferences by retaining certain 
duties. 

(e) An undertaking to Canada to terminate any other 
engagements which conflicted with the Ottawa 
concessions.^ 

The effect of these provisions on the United Kingdom 
tariff level was that the proportion of foreign imports 
admitted free, which was 83 per cent, before the advent of 
the National Government, fell, as the result of the Ottawa 
Conference, from 30 per cent, to 25 per cent. 

The agreements were to run for nve years, an unusually 
long period for commercial agreements. 

^ See Surv^ of International Affairs for 193^, p. 30. 

* This resulted in the cancellation of the Russian Agreement of 1930. When, 
after the termination of the 1933 trade war, a fresh Anglo-Russian Agreement 
was negotiated, it contained a clause expressly safeguarding the Ottawa under- 
takings. 
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2 * Conclusion 

At the end of the year 1934 it was still too early to 
assess with any degree of confidence the results of the Ottawa 
Conference. Moreover, its results must be considered from 
two points of view, the short and the long term. From the 
short-term point of view there was some reason to believe 
that the agreements concluded at Ottawa had been of 
greater immediate value to the Dominions than to the 
United Kingdom.^ Canada and British India in particular 
both increased their exports to Great Britain during 1933 
by substantial percentages relative to their 1931 exports. 

On the other hand, whereas in 193 1 the United Kingdom 
imports from Empire countries were 28*8 per cent, in value 
of her total imports and in 1933 36-9 per cent, in value, the 
figures for exports hardly moved from the 41-1 per cent, 
before Ottawa (1931) to the 41*8 per cent. (1933) after 
Ottawa. 

The utmost caution is needed in any attempt to draw 
conclusions as to the short-term concrete results of Ottawa 
from the trade figures, for, as Sir George Schuster points 
out ill his Memorandum, not only are the trade statistics 
often incomparable but, for example, tliough it is true that 
Canada sold more to the United Kingdom after Ottawa 
than before, it is impossible to be certain how much of tliis 
increase was due to the agreements and how much was due 
to the then prevailing chaos in the U.S.A., which was 
Canada’s most important market. 

Or, as another example, the figures show that United 
Kingdom exports to India rose after Ottawa as compared 
with the period immediately preceding the Conference. 
But the cautious investigator will here recall to mind that 
in the pre-Confcrcnce years the Indian Nationahsts were 
conducting a by no means ineffective boycott against 
United Kingdom goods, whereas as we have seen in Chapter 
XXll the improvement in the political situation as between 

^ For an excellent analysis of the situation see Tht Economist, November 3rd, 
1934, “ Empire Trade Before and After Ottawa ” (special Supplement)— a 
preliminary reconnaissance by Sir George Schuster. 


513 



Out Own Times 


India and the United Kingdom began to take place in 1933, 
and as that situation improved the boycott disappeared.^ 

These warnings to wantons against prostituting their 
intellectual integrity by incontinently embracing statistics 
without taking due precautions may be supplemented by 
the following considerations: Supposing that in fact, as 
is indeed probable, the volume of inter-imperial trade did 
increase as a result of Ottawa, can we be sure that this 
increase was not at the expense of the flow of trade between 
the Empire countries and “ foreigti ” countries ? We 
cannot. There is indeed a strong presumption that sonic 
of the increase of Empire trade took place at die expense 
of trade between Canada and the U.S.A. and perhaps at 
the expense of Anglo-German and Anglo-Russian trade. 

Furdiermore, the existence of an agreement intended to 
rim for five yean to some extent tied the hands of the 
British Government in its commercial negotiations with 
other countries. By linking Great Britain to a relatively 
high tariff system it made it impossible for her to adlierc to 
low tariff groups, and the adoption of the principle of a 
“ scientific ’ tariff (based on relative costs of production) 
is one wliich, if carried to its logical conclusion, destroys 
the entire raison d'etre of international trade, for what 
point is there in buying anything from abroad unless it is 
to obtain goods relatively cheaper and better than they can 
be made at home ? 

What of die future ? 

The chief value to the Dominions of the United Kingdom 
market is its enormous capacity for absorbing raw materials, 
including food-stuffs. This market depends for its purchasing 
power on the maintenance of United Kingdom exports of 
manufactured and semi-manufactured goods, and these 
goods must be sold cither in foreign or Dominion markets. 
If in foreign markets, something must be bought in return, 
and if in Dominion markets then the latter must set bounds 
to the extent to which they propose to build up industrial 
life behind tariff walls. Similarly, if the British manu- 

^ In Mardi 1936 die Indian Legislative Assembly voted for die termination of 
ibe Ottawa Agreement. 
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facturer wishes to sell in the Dominions he must be prepared 
to press his Government to set bounds to the development 
of a protected United Kingdom agriculture. 

At the close of the year 1934 it seemed probable that 
substantial modifications would be made in the Ottawa 
Agreements when they came to be re-examined in 1937.^ 
At the 1932 Conference, Dominion manufacturers fought 
for their privileged position, and during 1934 the United 
Kingdom exporter was often complaining tliat he was not 
being allowed a fair chance in the Dominion markets. 
There was even talk in 1934 of a boycott in Lancashire of 
Australian produce because of the liign tariff in Australia on 
cotton goods. But to those complaints were added two 
others in 1934. Both were voices of protest from farmers. 
The United Kingdom farmers wanted restrictions on im- 
ports of Empire foods such as dairy products and meat. 
The Austrahan and New Zealand Governments vehemently 
opposed the suggestion that their farmers should be denied 
free access to the United Kingdom market, and it was openly 
suggested that such a policy would ultimately lead to a 
default on the Dominion loans held in the United Kingdom. 

The emergence of the United Kingdom farmer as a 
factor of first importance 111 inter-imperial relations was not 
the least strange of die curious and unexpected results of 
the world crisis. On strictly economic grounds there is no 
justification whatsoever for attempting to bind together 
into an economic unit the peoples and territories which own 
allegiance to the British Crown, but this is only half the 
story and ignores many important social, cultural and 
pohtical considerations. It is sometimes said that there are 
strategic reasons in favour of an Empire bloc. Tliis is a very 
arguable point, and informed opinion in Great Britain 
has held conflicting views on this matter. For instance, 
in 1905 Lord Balfour of Burleigh’s “ Commission on Food 
Supplies in Time of War ” reported that : 

“ We regard the present variety of sources from which 
our supphes are drawn as likely to contribute to our 

‘ When that time came the metliod of general agreements gave way to that 
of negotiating separate treaties between the nations of the Commonwealtli. 
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advanta^ in time of war, since their wide geogr^hical 
distribution must tend to minimize the risk of effective 
interference with our imports. . . . There is therefore 
a certain advantage to us in the fact that the supplies of 
our principal food-stuff's are drawn in a greater proportion 
from foreign countries than from British possessions.** 

Whereas in 1917 the D’Abemon Commission on the 
National resources, etc., of His Majesty’s Dominions said : 

** It is vital that the Empire should, as far as possible, 
be placed in a position which would enable it to resist 
any pressure which a foreign power could exercise in 
time of peace or war in virtue of a control of raw materials 
and commodities essential to its well-being.** 

You pay your money and take your choice. The fact is 
that the Ottawa Conference was an emergency, and in a 
sense a crisis, phenomenon. One of its resolutions will serve 
to illustrate the woolliness of a good deal of the thinking 
on that occasion. Here it is : 

‘‘This Conference regards the conclusion of these 
agreements as a step forward wliich should in the future 
lead to further progress in the same direction and which 
will utilize protective duties to ensure that the resources 
and industries of the Empire are developed on sound 
economic lines.” 

Nevertheless, these British improvisations have a habit of 
becoming mustard seeds which grow into great trees, and 
it is more than likely that Ottawa will have wi messed the 
sowing of such a seed, and that long after the agreements 
signed at Ottawa have been forgotten, the principle of 
intcr-Imperial economic co-operation will be practisea. But 
for this ideal to be realized it must be based on foundations 
more solid and more in keeping with the thoughts in Mr. 
Stanley Baldwin’s mind during his opening speech, than 
were those which eventually supported the agreements. 

Inter-Imperial co-operation, it it is to endure and if it is 
to be of ultimate benefit to humanity, must be based on die 
principle of international specialization within the Empire. 
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It must be the business of the Imperial peoples to show the 
world that in economics, as in politics, a common belief in 
the principles of freedom and democratic government can 
create a framework witliin which states can ignore the 
artificialities of frontiers and harness their sovereignties to 
a common purpose. 

The three objectives of the Empire Economic should be : 
Greater freedom of inter-imperial trade ; expansion of mar- 
kets ; spccialriation of production. There is, for example, 
no sound economic reason why there should be competition 
between a large range of high-class United Kingdom agri- 
cultural products and die cheaper Dominion farm products. 

The standard of living of the masses in the United King- 
dom is still deplorably low from the point of the consumption 
of meat, vegetables and butter,^ and an improved standard 
of living in the United Kingdom would shift a considerable 
proportion of the population into the stratum of those who 
could afford the more expensive home products. The policy 
of restriction — though perhaps justifiable on occasion as an 
emergency measure — is fatal as a long-term policy. If 
emigration is to be resumed from the United Kingdom to 
the l)ominions, and if the Empire is to continue to be a 
fruitful field for British investment, the Dominions must be 
encouraged to expand dieir economic activities. 

The question of inter-Imperial investment is a large 
subject, which we have no space to analyze beyond 
remarking that in the Times to Come it is likely that 
international investment will be conditioned by political 
considerations to a far greater extent than was the case 
— at any rate with British investments — during the nine- 
teenth century. An “ Empire Economic of an ex- 
panding nature and designed to press and persuade the 
world back to Freer Trade should provide promising 
opportunity for productive and secure investment. In 
this connection a significant event at the end of Our 
Own Times was the establishment of a chain of Empire 

^ The amount of butter retained in the United Kingdom for home consumption 
omng to tile fall in price, rose from 13-69 lb. per head in 1925 to 18-74 in 1931 
{World Ecotwndc Survey ^ 1933-34, p. 66). 
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Centfal Banks.^ The Commonwealth Bank in Australia 
began to operate as a Central Bank in 1932 ; the Reserve 
of India was established in 1934 ; die New Zealand and 
Canadian Central Banks were set up in 1934. The South 
African Bank dates from 1921. In certain quarters in the 
Dominions, notably in Canada, there was some suspicion 
that this innovation foreshadowed an attempt on the part 
of the Bank of England and the Treasury to substitute 
financial control for the political suzerainty abandoned by 
Great Britain in the Statute of Westminster.^ The first 
concern of these Dominion Central Banks was to organize 
and control their domestic credit policy, but the system 
clearly opened up prospects of closer co-ordination of the 
financial policies of the sovereign states in the Empire. 

It has been suggested above that there exists a basis for 
Imperial economic co-operation, and that this basis must 
conform to a principle which we will call “ non-aggression.’* 
If Imperial economic co-operation is to be of a belhgerent 
nature vis-^-vis the rest of the world, it will do no good 
cither to the Empire or to mankind. It will do no good to 
the Empire because it will be out of harmony with those 
basic principles of justice, freedom, and self-government, 
elimination of violence, and respect for law and rights 01 
othen, which, so long as they are respected in the Empire, 
justify the existence of that great political experiment. The 
Empire is an ethical conception, and if its ethics are sub- 
ordinated to its economics its doom is sealed, and it will go 
down to history as one more example of a vain attempt on 
the part of man to solve the key problem of Man and 
Himself which we set forth as fundamental in the Introduc- 
tion to this study. But we are optimists in tliis matter, and 
being practical as well as hopeful we must consider the 
question of the machinery needed for Empire economic 
co-operation.® Here we are face to face with the same 

^ It is understood that this idea was first conceived by Mr. Montagu Norman 
soon after the War. Mr. Norman was elected Governor of the Bank of England 
for die fifteenth year in succession in 1934, 

* ** Enmire is Debt." See H. N. Brailsford, Property or Peace. 

* See Consultation and Co-opeiration in the Brinsh Commonwealth^ compiled by 
Ge^ld Palmer, Oxford University Press, 1934, for an account of existing 
machinery. 
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problem* which we mentioned on p. 492. The Dominions 
are jealous of their newly-acquired sovereignty, and this 
natural pride in a recent acquisition must be taken into 
account and will delay the estaolishment of better machinery 
for economic co-operation. But it will come, and it can 
only come safely if the Dominions take the initiative. 
It is also not unlikely that, as in the case of political co- 
operation within the Empire, this economic co-operation 
will be connected in some way or other with the develop- 
ment of corresponding machinery for world co-operation 
at Geneva. 
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CHAPTER XXIV 
FRANCE (1931-34) 

“ Plus cela change, plus c’est la mfeme cliose.” 

T he policy of France during the closing years of Our 
Own Times was directed towards exactly the same 
purpose as that which had been its object ever since the 
conclusion of the Entente Cordiale — the security of France. 
In a sense it is no doubt true that the internal and external 
policies of all states arc bound up with the general question 
of security for tlieir nationals, but in the case of France the 
issues arc generally presented to the world with a precision 
and clarity lacking in other cases. During the post-War 
period it seemed to Frenchmen that their national security 
could be ensured in one of two ways. Either by establishing 
on the Continent of Europe a military and financial 
supremacy which would underwrite the terms of the 
Treaty of Versailles, or by a collective system (T security 
in which the treaty-breaker and the aggressor would feel 
the full weight of the active disapproval of the civilized 
world. This was not the view held in Great Britain, or for 
that matter in the U.S.A. 

In Great Britain pubhc opinion refiised to admit that a 
clear-cut choice was necessary. To an Enghshraan hfe is 
one long compromise, and during the latter part of the 
post-War period successive British Governments struggled 
to find a compromise between the “ pre-War ” maxim 
of “ Who wants peace must prepare for war,” and the 
“post-War” ideal of a world in wliich the only con- 
ceivable kind of war should be a League war waged against 
an aggressor. 

The people of Great Britain, up to the begimiing of 
1935, were opposed to extending their European com- 
mitments beyond the point reached at Locarno, a place 
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which, as they regretfully observed, the Dominions had 
refused as a rendezvous and camping-ground for Imperial 
foreign policy. The Geneva Protocol,^ which so clearly set 
forth the French thesis and endeavoured to crystaUizc it into 
a binding document, was nonsense to most Englishmen, who 
were very suspicious of giving Continental Powers blank 
cheques on the resources of Great Britain. Better no 
cheque at all than one which might be dishonoured in 
a crisis. 

By 1931 it was becoming apparent that the deadweight 
of the world economic crisis would stifle whatever chances 
there might ever have been of a quick success on the political 
side of the problem of bringing about international co- 
operation between the sovereign states. 

In May 1931 Aristide Briand, who had been in most of 
the French Cabinets since 1908, stood unsuccessfully for the 
Presidency of the French Republic. His defeat was con- 
sidered in some quarters to be a sign that those policies of 
conciliation with Germany for which he had consistently 
worked were no longer acceptable to the French Republic. 
Briand was a Locarno man, and it was his hand which had 
stretched across the League Council Table to grasp that of 
Stresemann. With Briand’s death in 1932 both men had 
passed away, and the policies they had stood for went into 
eclipse. 

The disappearance of Briand coincided with the close of 
a period of four years (1928-32), during wliich France was 
ruled by Cabinets deriving their support from the centre 
and right elements in the Chamber. These Cabinets, of 
whom no less than ten flickered across the screen of the 
cinema of French politics, replaced the famous Govemment 
of “ L’Union Sacre ” which, under Poincar^, had stabilized 
the franc at one-fifth of its former parity and then coUapsed 
when the Socialists seceded in November 1928. 

In home afiain the Cabinets of the 1928-32 period were 
concerned with the task of endeavouring to protect and 
isolate France from the growing pressure of the world 
crisis. During 1927-28 France pursued a trade policy 

^ See Chapter XIII, pp. 268 et seq. 
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of a liberal tendcacy ; but in 1929 this was reversed, and by 
1932 there wasted a 15 per cent, surtax on goods coming 
from countries with depreciated currencies, and a series 
of quota restrictions on one-fifth of the goods represented 
in the tariff schedule. 

Some attempt was made to counteract the effects which 
the crisis and this isolationist policy had on the standard 
of living, by introducing various social reforms such as 
a National Insurance Law providing for old age and sickness 
(July 1930), and by increasing the pensions of War veterans 
and the salaries of judges and army officers. 

During this period the foreign policy of France was in 
the main under the influence of Briand, but as his influence 
waned and Nazi forces in Germany gathered strength at 
the expense of Bruening, France found it more and more 
difficult to pursue a policy of conciliation with the Second 
Reich. 

The elections in May 1932 resulted in considerable gains 
for the Left-wing parties, who improved their position by 
100 seats. These elections were largely fought on die 
issue of foreign policy, and the success of the parties of 
the Left showed that a substantial body of opinion in 
France still believed that the best way to achieve French 
security was to revert to the Briand policy, and so strengthen 
the hands of the anti-Nazi forces in Germany. 

As a result of these elections France was ruled from June 
1932 until February 1934 by six Cabinets of the Radical- 
Socialists supported by the Left-centre groups and on 
occasion by the Socialists, a series of combinations and 
permutations known as the Cartel des Gaudies. All the 
Cabinets of this series were, like the first two Labour 
Governments in Great Britain, in office, but not in power. 
As the Nazi Movement gained strength in Germany the 
new Governments were successively obliged to abandon all 
hopes of finding a common basis with the Nazis, and all 
parties — including the Communists — were united in their 
opposition to and detestation of the Nazi regime. It was 
generally agreed at this time that the French displayed 
great sang-froid and calmness in fece of startling develop- 



France, I93i’*34 

ments in Germany which might have goaded France into 
a preventive war before Germany grew strong enough to 
tear up the last paragraphs of the Treaty of Versailles. 

Although the Governments of the Cartel des Gauches 
were able to secure general support for their foreign poHcy, 
their position was steadily being undermined by the econ- 
omic difficulties of the country. It was a paradoxical fact 
that although — as we pointed out in Chapter XIX, p. 404 
— the financial strength of France during the latter half of 
1931 was apparently greater than that of any other country, 
yet in 1932 one Cabinet succeeded anodier as a result of 
fruitless attempts to find ways and means of balancing the 
budget wliich would be acceptable to a majority in the 
Chamber, Let us look back for a moment. 

In 1931 it was to France that Bruening and the harassed 
Dr. Luther of the Rcichsbank had vainly knelt for credits, 
the price of the credits being political concessions which 
no German Government could give. In 1931 it was to 
France that the magnates of the City of London and the 
British Treasury had applied for credits in their efforts to 
keep the on gold. 

No sooner had the gold £ collapsed than the gold dollar 
began to feel the strain, and within a month over $300 
million worth of gold was drained from the U.S.A. to 
France. 

In October 1931 M, Laval, French Prime Minister, paid 
a visit to Washington in order to confer with Mr. Hoover. 
We deal in Chapter XXXIl with the results of this expedi- 
tion, and here we need only say that the Americans were 
obliged to make concessions to France in order to persuade 
her not to remove her large short-term balances from New 
York and thus still further embarrass the hard-pressed dollar. 
The concessions made by America were an undertaking not 
to upset French pohey by suddenly producing any further 

Hoover Moratoria/’ ^ and a grudging admission that*— 
as the French had consistently maintained — there was a 
connection between war debts and reparations. At the end 
of 1931 two financial scalps adorned the portals of the 

^ See Qiaptcr XIX, p. 403. 
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Bank of France ; one had been taken in London, the other 
in New York. Enthroned on a mountain of gold ^ the 
French seemed invulnerable and supreme in a world in 
which the ^ was depreciated and the dollar on the wobble. 

Yet in reality the situation of France was perilous, for 
the advent of the crisis and the consequent growth of 
economic nationalism had destroyed that international world 
in which France might have been able to obtain advantage 
from her financial strength. France was faced with a world 
crisis the existence of wliich she could not ignore, but whose 
inevitable consequences she w'ould not recognize. The 
policy by which she tried to evade the crisis can best be 
considered under two heads : 

(t) a rigid adherence to the cold comforts of the 
International gold standard.” 

(2) An attempt to be commercially self-sufficient. 

As regards the gold standard it is in part true to say 
that her determination to keep the franc on gold was 
influenced in large measure by the practical difficulties of 
the opposite poUcy. The French public had experienced the 
disasters of one inflation and a subsequent devaluation, and 
were in no mood to stand any further experiments with the 
currency. It has been estimated ^ that at the beginmng of 
1934 the French public was hoarding 40,000 million of 
francs, and this meant that there were 40,000 million reasons 
for not devaluing. 

Nevertheless the adlicrcncc of France to the gold 
standard played the devil with her export trade in a world 
in which during the period 1931-32, nations left the gold 
standard as leaves fall m the autumn. 


^ At die end of 1931 tlie French gold reserve was estmwred to amount to 
29 per cent, of the worId*s stock of monetary gold, and her note issue was covered 
in gold up to 60 per cent, as against a legal minimum of 3^ per cent. At the 
end of 1932 the gold cover on siglit engagements had risen to 777 per cent 
This figure had risen to 80-97 per cent, on December 14th, 1934, and w-as the 
hijrfiest ever recorded in Frana\ But. as we shall see m ( hapier XXXV, a very 
diSetent state of affairs came into being in 193d, when the dram on die gold 
reserves necessitated a long overdue abandonment of the gold standard. 

'Sec Financial News^ February 26th, 1934. 
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The following figures indicate what was happening to 
the French balance of payments. During the period im- 
mediately preceding Poincare’s stabilization of the firanc at 
a fifth of its old value, France enjoyed the unusual experience 
of a “ favourable ” balance of visible trade. At the end of 
the year 1928 the adverse balance of visible trade was 2-i 
milliards ^ of francs. In 1931 that figure was 117 milliard 
francs, and despite drastic reductions of imports it was as 
high as 10 milliard francs at the end of 1933.^ 

A major factor in causing tliis loss of trade was the gold 
franc which made French exports very expensive in terms 
of the depreciated £ and $, although the effects of the 
general restrictions of trade which were being applied all 
over the world must also be taken into account. 

As part of her policy of isolating herself from the world 
crisis and preparing for a prolonged economic siege, France 
busied herself during 1932 in repatriating her foreign 
balances and collecting them in gold.® 

Side by side with the policy of keeping the franc on gold 
was that of national self-sufficiency, a policy wliich France, 
in common with other nations, had in part selected and in 
part been obliged to adopt by the course of events. One 
example must suffice to show what this policy meant. 
Foreign wheat and flour were practically excluded, but the 
benefits of increased home-grown supplies were not enjoyed 
by the consumer, since the price was fixed in the interests 
of the agriculturalist. A couple of bumper harvests 
(1932-33) caused the French Government considerable 
embarrassment because the farmers surreptitiously sold 
wheat below the market price in order to get rid of their 
surplus. The Government found themselves obliged — ^in 
1934 — to subsidize the export of French wheat, and applied 

^ A milliard ii here taken to be a thousand million, 

* Impons declined from 58 milliard francs in 1919 to 18 milliard francs in 
1933, and expojts from 50 milliard francs in 1929 to 18 milliard francs in 1933. 
A similar story is revealed in tlie matter of invisible exports. Between 1929-32 
tourist expenditure in France declined from 8^ milliard francs to 3 milliards; 
shipping profits from 3 milliards to 300 million, and interests on overseas invest- 
ments from y milliards to milliards. 

® In January 1930 the Bank of France had 25,774 milliard francs abroad; in 
January 1932 tliis figure was 10,589 milliards; in December it had fallen to 
4449 miiliaids. 
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to tbt International Wheat Advisory Committee for a 
larger export quota than that granted to the U.S.A. When 
it is realized that quite apart from the claims of the overseas 
wheat producers such as Canada and the Argentine, the 
French department of Algeria and the colony of Morocco 
are admirably suited for wheat production, the economic 
absurdities of the spectacle of France “ dumping ” wheat 
arc manifest. 

The sacrifices which had to be made to keep the franc on 
gold and the decline of trade, which has been noted above, 
had serious effects upon the budgetary position. Throughout 
the post-War period it had always been very difficult to 
summarize with accuracy the French budgetary position. 
Not only were there at various times “ ordinary and 

extraordinary ” budgets, not only had France — liKc most 
Continental countries — indulged in the habit of mixing up 
various items and thus partly concealing expenditure for 
defence purposes,^ but even as late as 1932 the revenue 
side of the French budget was reinforced by such dubious 
assets as estimated receipts from German reparations 
amounting to 1173 niillion francs.** That year the budget 
also included a number of non-rccurrent items on the 
revenue side. 

It is estimated (the figure is given with reserve) that the 
first Government of the Cartel des Gauches in 1932 was 
freed with a deficit of between 2500 and 3000 million francs. 
% the end of that year, when, as a result of the Lausarme 
Conference, German reparations had ceased and France had 
dedded not to pay her War debts to the U.S.A., the cumula- 
tive deficit in 1933 was estimated at between 10,000 and 
15,000 million francs. This growing deficit was met by 
short-term Treasury borrowing, and a ceaseless wrangle 
proceeded as successive Cabinets tried to find ways and 
means of balancing the budget. All parties were agreed 
that cuts could not be made in the expenditure for national 
defence ; the agriculturalist — of great political importance 

It should be noted here tliat with the progressive increase of state inter- 
vention into economic life the United Kingdom budget does not include many items 
of Government expenditure and can no longer be regarded as a complete picture 
of the national financial situation. 
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in France — deinandcd and received subsidies^ as did some 
industries, including shipping ; the powerful and numerous 
Civil Service — fei fonctionnaires — successfully resisted efforts 
to cut their salaries, on the ground that the cost of living 
was rising. At the end of 1933 the Chautemps Ministry, 
which was the fifth Left-centre Cabinet since June 1932, 
managed to get a Budgetary Reform Measure through the 
Chamber, but on the same day rumours started in connection 
with a peculiarly unsavoury scandal — the Stavisky case. The 
Government fell and was succeeded by the Dalacher Cabinet. 
The Stavisky scandal grew in dimensions and the French 
mob went down into the streets of Paris in February 1934 and 
made violent demonstrations against the Government. Fire 
was opened on an unarmed contingent of ex-Service men, 
and blood was shed. The Government fell and for twenty- 
four hours France was closer to revolution and civil war 
than she had been since the days of the Commune in 1871. 

Fortunately for Europe the innate democratic sense of the 
French people held firm and a National Government, under 
the veteran statesman Papa Doumergue, came into 
power. The Cabinet contained no less than eleven ex- 
Cabinet Ministers. 

The National Government had received a mandate to 
do three things ; 

a) To restore confidence in Parliamentary government. 
V) To investigate with pitiless impartiality the Stavisky 
scandal. 

(c) To balance the Budget, 

The true significance of this mandate lies in the manner 
in which it was given, that is to say, in the riots of February 
6th, 1934. hi this matter Paris spoke for France 

— ^was disgusted with the years of Cabinet instabihty and a 
Parhamentary system whose rottenness was being revealed 
through the briberies and corruptions coming to hght in 
the Stavisky case. The Stavisky scandal was the spark 
wliich touched off the magazine of public discontent with 
the inability of the French Governments to grapple with 
crisis conditions. 
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The chronic inability of French Cabinbts to govern 
had led to the formation of a number of extra-parliamentary 
organizations such as the Ligue d* Action Frangaise (60,000), 
the Jeunesse Patriate (340,000), the Solidarity Frangaise 
(250,000), the Croix de Feu (50,000) and the Union 
Nationale de Comhattants (870,000). All these organiza- 
tions were “ right ” in their tendencies and, to a greater 
or lesser extent, Fascist in their methods. The most highly 
organized and potentially dangerous from the point of 
view of Parliamentary government was the Croix de Feu. 

Before passing to the achievements of the French National 
Government some account must be given of the reasons 
which contributed to the ineffectiveness of the French 
Parliamentary system in time of crisis. The sLxty-five years 
of life of the Tliird Repubhc of France had witnessed 
ninety-five governments in office. An elaborate system of 
checks and balances designed to protect individual liberty 
by a division of power between the Legislature, the Ex- 
ecutive and the Judiciary had resulted in a seizing up of 
the machinery of government. The Legislature had been 
too powerful for the Executive. The Prime Minister and 
his Ministry had been the only flexible factor in an other- 
wise rigid system, and often the Cabinet found itscF at t^^ 
mercy of various opposition groups whose members K..v 
that the overthrow of the Cabinet would not involve a 
general election and possible loss of scats.^ On the con- 
trary, a Cabinet in dissolution might mean that some of 
those who had sabotaged the Government would get 
Cabinet office in the re-shuffle. Another defect in the French 
system was the immense number of small groups and 
parties in the Chamber, a reflection perhaps of the logical 
tendency of the French mind, but a factor which meant 
that each Government usually had to be supported on 
many small and shifting pillars instead of die one large, or 
perhaps two, solid columns which support an administration 
in Great Britain. Finally, the individual deputy wielded 

^ Only once in the history of the Tlhrd Republic has the President been 
advised by the Senate to dissolve the Chamber before the end of its prescribed 
life of four years. 
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great powers of patronage, and as Article 3 of the Con- 
stitution permitted any deputy to initiate expenditure, much 
Parliamentarv time was wasted and the Executive was 
continually harassed by a stream of interpellations and 
irresponsible proposals. These in broad outline were some 
of the chief reasons why the French Parliamentary system 
failed to give Frenchmen the strong government they felt 
they needed when the world was in crisis, when Germany 
was rapidly rearming, and when the Treaty of Versailles, 
that charter of French security, was rotting, yellowing and 
ageing in the archives of history. 

It has been well said of the Government of Imperial China 
that the “ general strike ” which the Cliinese masses used 
to employ as their last resort against tyranny was the 
Chinese equivalent to the Western franchise, inasmuch as by 
the use of this weapon the Chinese could and did drive Vice- 
roys into positions from which the only escape was by way 
of the silken bow-string from Pekin. It can be similarly 
argued that the only way in which the French could achieve 
a fundamental change of Government, unless the need for 
the change happened fortuitously to coincide with one of 
the four-yearly general elections, was by La Rue (street 
fi2htin^'\ 

’ remarked in Chapter XX that one of the principal 
immediate causes of the departure of Great Britain from the 
gold standard was the Naval Mutiny at invergordon, and 
that desirable though it may have been that the £ should 
leave gold at that time, there were better ways of changing 
one’s financial policies than as a result of insubordination 
in the fighting services. Of France in 1934 it could also be 
said that financial scandals and street fighting were clumsy 
methods of achieving constitutional reform. 

It would be premature as yet to attempt to assess the 
permanent effects on French constitutional development of 
the events of the “ February Days,” but the course of events 
was briefly as follows : 

In November 1934 die veteran Doumergue produced his 
programme of reform. In summary he demanded that 
25 per cent, of the next budget should be voted in 

529 



Out Own Times 


advance so as to give him freedom with which to tackle 
the vital question of constitutional reform. In this all- 
important matter he insisted that : 

(<i) The Prime Minister should have the right to ask the 
President to dissolve Parliament without the assent 
of the Senate. 

(b) There should be a limitation of the private members* 
right to initiate proposals for Government expenditure. 

(c) The Civil Service should be disciplined in the direction 

of curbing the political power of the foncHonnaires. 

(d) A Cabinet secretariat on the British model should be 
established. 

These reforms accomplished, he proposed that there 
should be a dissolution, after which a new Chamber could 
deal with the 1935 Budget and the whole question of a 
national plan for economic reconstruction. 

These bold, courageous and far-reacliing proposals, which 
laid an axe at the root of a jungle of vested interests and 
privileged positions, aroused a storm of protest, and the 
Socialists and Radical-Socialists in the Cabinet of the Dou- 
mergue National Government declared that they amounted to 
something resembling a dictatorship. They left the Cabinet 
and the Doumergue Government fell. For a tense twenty- 
four hours the world watched Paris with great anxiety, for 
it seemed as if the situation was back to that of February 
1934, and that this time the Parliamentary system which 
had apparently failed again would not be given a second 
chance. But though M. Doumergue retired to die country 
estate from which he had reluctantly come to Paris to 
save France for democracy, and democracy for France, 
M. Flandin quickly niajiaged to form a new Cabinet on 
a national basis. 

The difference between M. Flandin’s and M. Doumcrgue*s 
programme was that the former adopted the less con- 
troversial parts of Doumcrgue*s plan, M. Flandin in effect 
issued a warning to the recalcitrant deputies diat if they 
wished to avoid the hated medicine of radical reforms of the 
Constitution they had better give the French public a practical 
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demonstration of the fact that the existing Parliamentary 
system could be made to work. The chastened deputies 
immediately responded to this appeal by voluntarily voting 
for a restriction of the private members* right to initiate 
expenditure, and by supporting the Government in its 
measures for balancing the budget. It seemed possible that 
as world conditions became more normal, less and less 
would be heard of the need of constitutional reform in 
France, although a Cabinet secretariat and a tighter control 
over die political acrivities of Civil Servants seemed probable 
and permanent results of the French replica in 1934 of 
the internal political crisis which reached its chmax in 
Great Britain in September 1931, in Australia in November 
1931, in the U.S.A. in March 1933, iu Austria in July 1934, 
and in Germany in January 1933. 

These internal crises, fruits of the impact of the world 
crisis on the internal political and economic apparatus of 
each state, took place at varying times in various parts of 
the world. They were like a high tide which runs round 
the seas of the world as it revolves on its axis, and the 
oceans are brought successively under the joint pulls of 
the moon and tlie sun. It was one of the cliief difficulties 
in die way of world recovery that in point of time the 
high tide of crisis, or low tide of depression, was never 
coincident all over the world. As one national state was 
in full crisis, another would be only half-way into crisis, 
and a third would be half-way out. The psychological 
conditions for co-operation between three such states were 
thus non-existent, for the state half-way into depression 
would be acting to avoid being dragged forward to the level 
of the crisis-state, whilst the state half-way out was equally 
anxious to avoid being dragged backwards into the pit. 

It was difficult at the end of 1934 to assess the position of 
France. Politically it seemed possible that she was on the 
up-grade, but economically there was doubt as to whether 
she could stay on the gold standard, and this in its turn 
largely depended upon the course of events in the U.S.A. 
If the gold value of the American dollar was further reduced, 
then the British which at the end of 1934 was floating 
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in a more or less stabilized position between the dollar and 
the franc, might have to follow the dollar, and in that case 
the deflationary measures which would be needed in France 
in order to keep the franc on gold might well prove too 
much for the French people. 

On the whole it seemed that it was probably to the 
interests of the world that the French franc should stay on 
gold. At the end of 1934 — always remembering the 
uncertainties of U.S.A. monetary policy — there were signs 
that de facto stabilization of international exchange values 
was taking place. If the franc left gold, a further uncertainty, 
and perhaps an “ exchange war,” would afflict the inter- 
national economic system in an early stage of its conva- 
lescence. It seemed likely that sooner or later the principal 
currencies would have to be tied together in some form of 
international gold standard, and the question debated by the 
experts was whether that event was likely to be expedited 
if France could remain on gold and act as central rallying 
point or axle of a new gold standard system, or whether the 
quickest route to a new system was via the collapse of the 
gold bloc, thus making all the nations “ miserable sinners 
together” and so preparing the way for a general repentance 
at the altar of the Bank for International Settlements. 

The question of whether France could remain on the 
gold standard was one of immediate interest at the end 
of the year 1934, but it was of secondary importance as 
compared with that of the future course of Franco-Gcrman 
relations. In 1934 as in 1913 this matter was die crucial 
faaor in the problem of organizing European peace, but as 
mentioned elsewhere die opening weeks of 1935 witnessed 
a surprising and rapid conclusion of the Fran co-Italian feud 
which went back to 1881. M. Laval and Signor Mussolini 
signed a Pact which seemed to open up considerable 
possibilities in the direction of strengthening the system of 
collective security and so giving France that feehng of 
confidence in the future which she so urgently needed. 

More important even than this event were the highly 
successful Anglo-French conversations hold in London in 
February 1935, which are further discussed in Chapter XXXIII . 
532 



CHAPTER XXV 

ITALY (1931-34) 

" We are not afraid of words.” — Mussolini, August 1934. 

W E have already described^ die circumstances which 
led to the establishment in Italy of the Fascist dictator- 
ship, and we left the Italian scene at a time when the position 
of Mussolini seemed to be impregnable and no signs of 
significant opposition to the new regime were visible 
to the foreign observer. Granted that the Fascists were 
by 1930 as thoroughly in control of Italy as were the 
Communists of Russia, two interesting questions arose. 
Firstly, what -would be the foreign policy of the Fascist 
State? Secondly, how would it deal with Italy’s internal 
problems ? In the case of Russia, the answer to the first 
question had been that the Communists had started by 
defending themselves against capitalist attacks with one 
hand, whilst propagaring the doctrines of the Third Inter- 
national with the other. Then when the capitalist attack 
had been beaten off, the internal problems of Russia had 
become so urgent and vast that all energies were concen- 
trated on the first and second Five-Year Plans. Finally, at 
the end of Our Own Times, when the internal affairs of 
Russia were tolerably in order and the industrialization 
programme more or less successfully launched, the Com- 
munists returned to international politics, but — mirabile 
dictu — as co-operators with the capitalist Powers in support 
of the League system of collective security. 

The foreign policy of the Fascist State likewise fluctuated 
from right to left and back again according to the world 
situation in general and the Italian economic situation in 
particular. We have dealt in detail elsewhere ^ with some 
of the specific items of Italian foreign policy during the 
^ Chapter VIL ® See Chapter XXXIIl. 
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ITALY (1931-34) 

“ We are not afraid of words.” — ^Mussolini, August 1934. 

W E have already described^ the circumstances which 
led to the establishment in Italy of the Fascist dictator- 
sliip, and we left the Itahan scene at a time when the position 
of Mussolini seemed to be impregnable and no signs of 
significant opposition to the new regime were visible 
to the foreign observer. Granted that the Fascists were 
by 1930 as thoroughly in control of Italy as were the 
Communists of Russia, two interesting questions arose. 
Firstly, what would be the foreign policy of the Fascist 
State? Secondly, how would it deal with Italy’s internal 
problems ? In the case of Russia, the answer to the first 
question had been that the Communists had started by 
defending themselves against capitahst attacks with one 
hand, whilst propagating the doctrines of the Third Inter- 
national with the other. Then when the capitahst attack 
had been beaten off, the internal problems of Russia had 
become so urgent and vast that all energies were concen- 
trated on the first and second Five-Year Plans. Finally, at 
the end of Our Own Times, when the internal affairs of 
Russia were tolerably in order and the industriahzation 
programme more or less successfully launched, the Com- 
munists returned to international politics, but — mirabile 
dictu—zs co-operators with the capitalist Powers in support 
of the League system of collective security. 

The foreign pohey of the Fascist State likewise fluctuated 
from right to left and back again according to the world 
situation in general and the Itahan economic situation in 
particular. We have dealt in detail elsewhere ^ with some 
of the specific items of Itahan foreign pohey during the 
^ Chapter VII. ^ See Chapter XXXIII. 
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in a more or less stabilized position between the dollar and 
the franc, might have to follow the dollar, and in that case 
the deflationary measures which would be needed in France 
in order to keep the franc on gold might well prove too 
much for the French people. 

On the whole it seemed that it was probably to the 
interests of the world that the French franc should stay on 
gold. At the end of 1934 — always remembering the 
uncertainties of U.S.A. monetary policy — there were signs 
that de facto stabilization of international exchange values 
was taking place. If the franc left gold, a further uncertainty, 
and perhaps an “ exchange war,*’ would afflict the inter- 
national economic system in an early' stage of its conva- 
lescence. It seemed likely that sooner or later the principal 
currencies would have to be tied together in some form of 
international gold standard, and the question debated by the 
experts was whether that event was likely to be expedited 
if France could remain on gold and act as central rallying 
point or axle of a new gold standard system, or whether the 
quickest route to a new system was via the collapse of the 
gold bloc, thus making all the nations “ miserable sinners 
together” and so preparing the way for a general repentance 
at the altar of the Bank for International Settlements. 

The question of whether France could remain on the 
gold standard was one of immediate interest at the end 
of the year 1934, but it was of secondary importance as 
compared with that of the future course of Franco-German 
relations. In 1934 as in 1913 this matter was the crucial 
factor in the problem of organizing European peace, but as 
mentioned elsewhere the opening weeks of 1935 witnessed 
a surprising and rapid conclusion of the Fraiico-Italian feud 
which went back to 1881. M. Laval and Signor Mussolini 
signed a Pact wliich seemed to open up considerable 
possibilities in the direction of strengthening the system of 
collective security and so giving France that feeling of 
confidence in the future which she so urgendy needed. 

More important even than this event were the highly 
successful Anglo-French conversations held in London in 
February 193 5 , which are further discussed in Chapter XXXIII. 



Our Own Times 


closing years of Our Own TimeSy but we shall indicate 
in this chapter the underlying purpose of this foreign policy 
because it was closely bound up with the domestic status 
of Fascism. The promise which Fascism made to the 
Italian people was that its discipline would make Italy a 
Great Power and lever her over the intangible but very 
real barriers which from the middle of the nineteenth 
century up to and including the Treaty of Versailles had 
kept her outside the charmed circle of European Great 
Powers in which Great Britain, France and Germany 
assumed their positions as of Divine Right. To the modern 
Italians the glories of ancient Rome were presented as a 
heritage wliich was lying unclaimed by its natural heirs. 
For fifty years Italy had been a ‘‘ near '' Great Power and 
this situation had caused an inferiority complex to arise 
which it was the business of Fascism to eradicate. The 
military defeats in Abyssinia in 1896 and at Caporetto in 
October 1917, the diplomatic defeats in Tunis ^ in 1881 and 
at Versailles in 1919, both deepened the Italian sense of 
national inferiority and created conditions psychologically 
favourable to the rise of Fascism. 

During the early years of the Fascist regime, whilst it was 
still consohdating its position in the country, Mussolini on 
several occasions adopted a somewhat truculent and national- 
istic attitude,^ but from about 1925-26 Italy began to pursue 
a policy of support of the League. The reason for this 
change of demeanour was that the ratification of the 
Locarno Agreements and Germany’s entry into the League 
seemed to show that the best short cut to the status of 
“ Great Power ” lay through Geneva. When, through die 
defection of Germany and Japan and the failure of the 
Disarmament Conference, it appeared that the League 
system was in collapse and might be replaced by a revival 
of the Balance of Power, Italian foreign policy swung 
back to Nationalism, and it looked as if Mussolini was 
then of the opinion that Italy’s gnawing and frustrated 
ambitions for prestige could best be satisfied by her assuming 

* The French seized Tunis from under the nose of the Italians. 

* See Chapter X. pp. 209 et seq. 
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the role of leader in the move for the revision of the Peace 
Treaties. 

Throughout the period under review Mussolini period- 
ically delivered himself of bellicose speeches calculated to 
keep alive the notion that Fascism was moulding the Italians 
into a nation of heroic proportions. He said: “I abso- 
lutely disbelieve in perpetual peace. It is detrimental 
and negative to the fundamental virtues of man, which 
only by means of a struggle reveal themselves in the light of 
the sun (June ist, 1934). And again in a speech at the 
army manoeuvres of August 1934 he remarked : “ We are 
becoming and shall become so increasingly because this is 
our desire — a military nation. A militaristic nation, I will 
add, since we are not afraid of words . . . the whole life 
of the nation, political, economic and spiritual, must be 
systematically directed towards our military requirements. 
War has been described as the Court of Appeal between 
nations.” By the law of September 1934 ^ all Italians from 
the age of eight were soldiers, and they were not allowed 
to take school and university examinations unless they had 
passed through a military course of instruction. Incidentally, 
the instruction provided includes such picturesque ex- 
aggerations as the dogma that “ the function of Italy in 
the World War was a decisive one.” The Corriere della 
Sera's commentary on the law of September 1934 observed 
that “ Any separation between military and civil hfe is now 
abolished.” 

At the end of 1934 it was not as yet possible to feel 
that Italy had achieved her ambition of becoming a 100 per 
cent. Great Power. This was unfortunate, for it created 
the danger that in an endeavour to convince both the world 
and themselves that Fascism had succeeded in thrusting 
“ greatness ” upon modern ItaUans, Mussolini might be 
obliged to undertake some vigorous action dangerous to 
the peace of the world.^ We have used the word “ obliged ” 
because we believe that Mussolini is a realist and is well 

^ See The Times^ September 19th, 1934. 

* For instance, in February 1935 there were signs that Abyssinia was an area 
in 3 !,which die Italian army might be called upon to display its “ fundamental 
virtues.” 
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aware that a decade of regimentation does not produce 
fundamental changes in the national character. In fact the 
very success of the Fascist revolution by ehminating criticism 
and intellectual independence from the Italian scene tended to 
kill those qualities in the individual which in the aggregate 
make up ‘national greamess.” The docility of the Italians, 
whilst on the one hand necessary to the doctrine wliich 
insisted that the interests of the citizen must be subordinated 
in every way to those of that mythological conception 
known as “ The State,*’ on the other hand seemed to be 
causing some anxiety to the Fascist chiefs in 1934. Senator 
Corbino — a leading Fascist — speaking in January 1934 said : 

“ The Italians, persuaded more and more every day of 
the exceptional quaUtics of their chief, inclined as they are 
to that tendency to avoid fatigue which is partly the fruit 
of our splendid sky, begin to grow every day more and 
more accustomed to throwing off the duty of overcoming 
by themselves the difficulties which they meet in their 
economic life, finding it more simple and more convenient 
to turn to Signor Mussolini. . . . Let me deplore the spread 
ofsuchahabit . . . the fact that their chief becomes every 
day bigger should not authorize the Italians to make them- 
selves every day smaller.” 

A few months later Mussolini, after making some com- 
plimentary remarks about the English character and its 
strength in time of crisis, observed : “It will be the task 
of Fascism to furnish the brains of Italians a little less 
sumptuously in order to develop their character a little bit 
more.” 

It cannot be denied that Italy’s unsatisfied hunger for 
prestige was one of the potential dangers of the inter- 
national situation at the end of Our Own Times, although 
if the harsh truth be told — for like Mussolini we must 
not be afraid of words — it was doubtful, in the event 
of MussoHni being unwise enough to measure the strength 
of his country against that of one of the real Great Powers, 
whether the Italy of 1934 was capable of standing the strain 
of a modem war. The economic state of the country was 
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not sound, and the extent to which the Fascist regime had 
fitted the people psychologically or materially for the duties 
and responsibihties of a Great Power was doubtful. We must 
examine the economic question more closely. The internal 
development of die Fascist State was greatly influenced by 
the world economic crisis, which began to press upon Italy 
soon after the Fascist regime had consolidated its position. 
Logically there were two possible policies open to states as 
they felt the icy hand of depression at their throats. One was 
deflation — to save one’s way out of depression ; the other 
was inflation — to spend one’s way to salvation. The 
difference between these two methods was fundamentally 
a difference of attitude towards debt and the sanctity of 
money contracts. The inflationary path pointed towards 
repudiation and default ; the deflationary way forced down 
wages and costs and, so far as possible, left debt untouched. 

In practice different countries combined the two poUcies 
in varying proportions. Great Britain, the U.S.A., 
Australia, Germany, Sweden and Switzerland^ were states 
which by 1934 were to varying extents on the inflationary 
side of the dividing line. France, Holland, Belgium and 
Italy were, broadly speaking, in the opposite camp. 

From about 1928-29 onwards Italy pursued a deflationary 
policy of forcing down wages and costs. 7 lie necessity 
for this policy was forced on her from the moment 
she stabihzed the lira on gold in December 1927 at a 
value perhaps 25 per cent, above its correct gold value, 
having regard to the relationship between Italian and world 
prices. As world prices continued to fall, the pound, the 
dollar and the yen left gold, and the pressure on the lira 
was still further increased. To combat tliis the Fascist 
Government, to whom the maintenance of the gold ex- 
change value of the lira was a matter of prestige, issued 
decrees arbitrarily reducing wages, salaries, rents and rates 
of interest by amounts varying from 10 per cent, to 40 per 
cent., the estimated saving on salaries being 500 million 
hre. The social distress which ensued obliged the state 
to embark upon a large-scale programme of public works. 

^ Switzerland changed over the trend of her policy as late as December 1934* 
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This involved the import of raw materials and a progressive 
deterioration in the balance of trade, as well as budget 
deficits. In 1932 and 1933 the adverse balance of trade was 
about 1500 milHon lire. For 1934 it was about 2400 million 
lire. At the same time there was a heavy fall in the 
“ invisible balance,” composed of profits from shipping, 
tourist receipts and remittances from emigrants, which 
was normally of considerable size. The deficit in the 
balance of payments on foreign account had to be met by 
the export of gold, and whereas on December ist, T933, the 
gold reserves of the Bank of Italy stood at 7397 million lire, 
by December 7th, 1934, they were down to 5867 million 
lire, a sum only just sufficient to give legal cover to the note 
issue. 

On December 8th, 1934, the Government issued a decree 
providing for complete control over all foreign exchange 
transactions. 

Unemployment figures ^ varied as follows : 

December 1931 . . 982,000 

December 1933 . . 1,132,000 

December 1934 . . 961,705 

On the credit side of the Italian economic balance-sheet 
must be recorded the fact that on February 5th the Govern- 
ment successfully launched a great conversion scheme by 
which 61,392 million lire of pubhc debt (approximately 
^1070 million) was converted from 5 per cent, to 3^ per cent. 
This scheme, the largest debt conversion after the British 
scheme of 1932, effected a saving of 915 million lire in the 
debt service. 

We have outlined the economic situation in Italy at this 
stage in our analysis because it is against this economic 
background that one must examine the development of 
the Corporative State during the closing years of Our Own 
Times. In a speech in November 1933, in which Musso- 
lini reviewed the economic and poHtical significance of 

^ According to The Ecommist (November 17th, 1934) only about 25 per cent, 
of these unemployed were in receipt of state assistance. But see a letter of protest 
from tlie Fasdst propagandist, Luigi VilJari, in The Economist^ December 22nd, 
1934 , and The Economist's counter-attack in its issue of January 5 th, 1935 . 
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the Corporative State, he declared that ** The economic 
crisis is a crisis of the private capitalistic system, not in it.” 
He said that the Capitalist system had had its day and that 
it had ceased to be merely an economic system. It had 
become a widespread social problem under whose baleful 
influence men were “ standardized from die cradle to the 
grave : a diabolical thing ! ” He claimed that the Fascist 
Corporative State idea lay midway between the two evils 
of Communism, involving the entire suppression of the 
individual, and Liberalism, with the subordination of the 
public weal to private profit. 

Up to the present it would appear that the Corporative 
State is a species of State Capitalism conducted in the interests 
of the capitalist classes, and there would seem to be some 
parallel between the relationships of the German in- 
dustrialists to the Nazi Party and those of similar groups 
in Italy to the Fascists. In a deflationary period such as 
prevailed in Italy from 1924-34, the greatest pressure falls 
on Labour, and in a “ free ” country such a period is marked 
by strikes and lock-outs. In Italy strikes and lock-outs 
were illegal, but since the state had forced down wages 
by decree, the harmony on the labour-capital front was 
purchased at the cost of the workers’ standard of hfe. 

The evolutionary development of the mechanism of the 
Corporative State was very cautious and slow, and in this 
there was proof of the realistic core which seemed to he 
at the heart of Signor Mussolini’s the^ricalisms. 

As previously mentioned,^ the Council of Corporations 
was created on March 20th, 1930, and it was generally 
understood that this body would eventually supersede the 
Chamber of Deputies. But this creation remained in vacuo 
and, as was remarked, the scheme “ resembled the photo- 
graph of an infant that has not been born : the ribbons and 
lace were there, but the child’s face remained invisible.” ® 

In 1934 the Chamber of Deputies — “ this institution that 
belongs to a phase of liistory now left beliind ” — seemed 
doomed, since a plebiscite was held on the issue as to whether 
or not the National Council of Corporations was to be 

^ Chapter VII, p. 170. * The Times, March 27th, 1934. 
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substituted for the Chamber. But the fact that the plebiscite 
was also for the purpose of giving the electorate the 
opportunity of expressing their approval of the official 
list of members for the new Chamber, suggested that the 
Chamber still had its uses as a stage property in the Fascist 
scene. 

At the plebiscite 96 per cent, of the electorate went to 
the polls, and Signor Mussolini received the satisfactory 
report that 10 million votes had been cast for the Fascist 
list, whereas only 16,000 had voted against it. Of the 
aboheion of the Chamber, nothing more was heard. 

During the summer of 1934 there appears to have been 
debate as to whether the corporations should be organized 
in groups horizontally or in vertical trusts, the latter 
scheme being finally adopted. On November loth, 1934, 
Mussohni formally installed the 823 persons chosen as 
members of the 22 corporations. The set-up was as follows : 
Representatives of employers and employed in equal 
numbers, chosen by the respective syndicates, subject to 
the approval of Mussohni in his capacity as Minister of 
Corporations. To these “representatives” were added ex- 
perts, and three members of the Fascist Party whose business 
it was to watch the interests of the community. 

To what extent this corporative system was a reality 
in Itahan Ufe was a matter of doubt at the end of 1934. 
Two possibihties seem to be worth consideration. If the 
Corporative system was simply an annex and tool of the 
dictatorship of the Fascist Party, then it had no permanence 
or importance. On the other hand, it is possible that the 
system was meant to be and will become something more 
significant. It may become that instrument for controlling 
the state which will be needed when Mussohni dies — always 
supposing that this event is not followed by a struggle for 
personal power amongst some of those leaders of the 
Fascist Party whom Mussolini has prudently appointed to 
posts abroad. 

In this latter case it may be that the Italian nation will 
work its way towards self-government by democratic 
methods through the medium of the Corporative system, an 
540 
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objective never reached under the old parliamentary system, 
an inefficient and corrupt organization over whose demise 
no tears need be shed. The practice and art of democracy 
is a matter fundamentally independent of any particular 
machinery of democratic government. In Great Britain 
and the Dominions the mechanism of representative parlia- 
mentary government has been employed with success as 
the outward and visible expression of the inward spirit of 
freedom of thought and speech, but even in the British 
case the changing conditions of the material world around 
us have necessitated and will continue to demand a constant 
process of change and adaptation in the machine. In the 
U.S.A. a similar process has been at work, and in the last 
chapter we said sometliing of the efforts of the French to 
adapt their machinery of government to modem needs 
whilst retaining tlie essential features of democracy. 

In Italy, at the end of 1934, the essential feature of 
democracy, which is intellectual hberty, was not visible, 
nor was it possible to be sure that a significant demand 
for that liberty yet existed amongst the people. If and 
when such a demand be expressed, then we shall see whether 
Mussolini has built a house upon the sand or upon the rock. 
Then wc shall be better able to say whether the Italian Man 
of Destiny was or was not engaged in 1934 in the dehcate pro- 
cess of shifting the edifice of Fascism from the sand foundations 
of its early days to a permanent rock foundation formed by 
a nation free to think for itself, to criticize and to amend, 
with the assurance that reason and not violence should be 
the final arbiter in case of dispute. 





CHAPTER XXVI 


SPAIN 

**Methinks I see in my mind a noble and puissant nation rousing 
herself like a strong man after sleep/* — ^Milton. 

T he main interest of the history of Spain prior to 
1936 hes in the Revolution of 1931, and accordingly 
the post-War story of that country has been reserved 
for me later chapters of this book. The story must be 
briefly told. At the end of the War, during which most 
of the clergy, army, bureaucracy and aristocracy had 
been pro-German, whilst the working classes and intel- 
lectuals had been pro-AUy, Spanish parhamentary in- 
stitutions, always remarkable rather for tlieir age than for 
their efficiency, collapsed under the pressure of three 
opposing forces whose conflict proved to be too great to 
be contained within the constitutional framework. The 
forces were: the Repubhcan- Socialist Revolutionary 
Movement; the Separatist Movem^.-,.^^^ Catalonia; 
die Mxhtary Juntas or Committees,^, ' 

support and were beyond the contro r>nsidcrp-^on. If the 
The crisis came to a head as a rest .v i a grea^ ^ 
to the Spanish Army in the Spanish zone of North M 
In July 1921 10,000 men were wiped out at the b,, 

Anual by the Riff tribes, who for many years haa le- 
sisted Spanish attempts to conquer them. At this time 
the Rifts were led by Abd-el-Krim, a man of western 
education and some genius, who not only nearly drove the 
Spaniards into the sea, but, before he was finally defeated 
by a combined Franco-Spanish ampaign in 1925, shook 
the whole French position in North Africa. The writer 
was at French headquarters at Fez when Abd-cl-Krim was 
but a few miles from that key position, and a French colonel 
remarked : “ For lack of two white battalions which those 
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d politicians in Paris will not send us, France is running 

the risk of losing all Morocco, and Tunis and perhaps 
Algiers as well/' 

The catastrophe of Anual raised a storm of indignation 
in Spain and evoked clamorous demands for a thorough 
cauterization of this Spanish ulcer. The King, Alfonso 
XIII, was suspected of having contributed to the disaster 
by personal interference in the campaign. By September 
1923 the report of a Parliamentary Committee of Inquiry 
was completed. Its findings were known to involve “ high 
personages.” At this juncture, General Primo de Rivera 
staged a military coup d'etat and seized power as President 
of a Military Directorate in close association with the King. 
The dictatorship, which lasted for eight years, though 
accompanied by the usual features of Press censorship and 
the suspension of one of the oldest representative assemblies 
in Europe, was of a moderately tolerant character. De 
Rivera's principal achievement was the restoration of 
Spanish prestige in Morocco. The army was reorganized; 
its expenditure drastically reduced, and a prudent with- 
drawal from the Tetuan zone was carried out in 1924. 
The following year Abd-el-Krim was defeated by the 
concerted effoi s of French and Spanish armies. Para- 
Xivei'^^^ cccss in Morocco was in a great 
r ^^^^^ponsible s downfall, since his army reforms 
^ or Its eau^^. discon ^ P^ amongst the officers on whose 

a naao’ijj dictatorship was based. In domestic politics he 
} with measures for the state-control of industry, 

.1 fiiJarkcd on a policy of intense economic nationalism, 
until die Spanish tariff barriers were, with the exception 
of those of tne U.S.S.R., the highest in the world. Although 
towards the end of his regime he had begun to make cautious 
efforts to reintroduce a hmited form of representative 
government, he was unable to stave off the inevitable re- 
action, since politicians of all parties, considerably “ purged ” 
of sectional interests and corrupt practices by years of 
imprisonment, exile, and general suppression, sank their 
differences in a common antagonism towards the dictator- 
ship. 
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Tie tremendous gains made by the Republicans and 
Socialists at the municipal elections of April 1931 revealed 
that a crisis had been reached in which the King must 
either yield to his opponents or endeavour to suppress them 
by force. But the army was hostile to the dictatorship, 
whilst tlie Commander of the Civil Guard made it clear 
that his forces would not suppress the popular movement. 
The King left Madrid on April I4.tli, 1931. It is to the 
credit of the leaders of the Spanish Revolution that the 
highest traditions of Spanish courtesy were maintained 
towards the Royal Family, A provisional governtnent 
unckr the presidency of Sefior Alcala Zamora came into 
power, and extended the franchise to all men and tvomen 
over the age of twenty-three, as a preliminary to summoning 
a constituent assembly. 

General elections were held in June 1931, and were 
fought on the issue of the Republic versus the Monarchy. 
The Republicans gained an overwhelming victory and the 
Cortes met in July 1931, The new Constitution framed by 
this body declared, amongst other things, that Spain “ is a 
democratic Republic of workers of all classes ; that “ the 
Spanish State has no official religion ” ; that “ property is 
subject to expropriation for social uses ” ; and that “ Spain 
renounces war as an instrument of civil pohiry/* 

On the delicate subject of provincial autonomy it was 
decided that regional autonomy might be established, and 
that the Republic was ‘‘ Federative ’'.and not “ Federal/’ ^ 
At the outset of the new regime there was a clash bcrwec^<; 
the Socialists and the Republicans over church policy, a. 
a result of which the Socialists prevailed and secured control 
of the Cortes with a Government led by Steiior Azana 
(October 14th, 1931). 

At this time the situation may be summarized as follows : 
the Spaniards, a nation of individualists, 75 per cent, of 
whom were small agriculturalists, found themselves com- 
mitted to a series of extremely socialistic and anti-clerical 
measures which by no means represented the feelings of the 
ckctoratie, with the result that strong opposition was 
encountered both from the quondam privileged classes of 
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tlie right, and from the anarchist sections of the extreme left. 
At the outset of its career the new Government passed 
an Emergency Law for the Defence of the Republic, giving 
itself almost dictatorial powers. In die face of these diffi- 
culties it achieved a considerable amount of progress. 
Sweeping measures of agrarian reform were initiated, 
involving the expropriation of large landowners and the 
conveyance of their neglected land (6o per cent, of the 
agricultural land of Spain was uncultivated) to peasant 
proprietors. Nevertheless great discontent was caused not 
only among the former owners, but among the peasants, 
who failed to realize that redistriburion of property camiot 
be carried out by a stroke of the pen. 

The army was reorganized — ^somc 10,000 officers being 
pensioned off and the military forces brought for the first 
time under the authority of civil law. Church schools 
were abolished, and a campaign was begun for the pro- 
vision of a huge increase in state schools and teacliing staffs. 
But here again much opposition was aroused, especially 
amongst the women, on the score that the Church schools, 
wliich had provided education for half the cliildren in 
Spain, were abolished before adequate provision had been 
made for their substitution by other schools. Some 9000 
new schools were provided, but about 27,000 were needed. 

Finally, there was the wholesale attack on the wealtli of 
tlie Church. All Church property was nationalized in 
March 1933, and in May the religious orders were for- 
bidden to teach or engage in industry. The law by which 
the Church budget was abohshed, depriving some 40,000 
priests of their state allowances, was intended to come into 
operation i# December 1933. 

These policies of the first Socialist administration were the 
issue at the second General Elections of the new regime, 
which were held in November 1933. The results registered 
a heavy swing to the right, and in the new Cortes the left 
groups mustered less than 100 deputies, whereas in 1931 
the right wing parties had only secured 60 seats. A sig- 
nificant phenomenon in the 1933 Cortes was the appearance 
of a dozen deputies who had secured election as monarchists. 
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The Socialists and Republicans had been united in 1931 
only on the one point of abolishing the monarchy, and the 
Socialist Governments of 1931-33 were continually subjected 
to pressure from the left, from whence the Anarchist- 
Syndicalist groups urged the need of ever more radicalism, 
and punctuated their demands by periodic outbreaks of 
violence.^ These revolutionary movements landed 9000 
political prisoners in gaol by the end of 1933. At the same 
time the groups on the right combined into an organiza- 
tion known as the C.E.D.A. [Confederacion Espanola de 
Derechas AutSnomas) which included the Church, the 
landowners, the moderate Repubheans and Fascists. 

It must be remembered when considering the diffi- 
culties of the first governments of the Spanish Republic 
that tliey were in office endeavouring to establish Socialism 
in a traditionally conservative country at a time when the 
world economic crisis was growing in violence. The fall 
in the world price of primary products bore hardly on 
Spain, whose exports include olive oil, wine, cork, oranges, 
iron and copper ores. The value of Spanish exports fell 
as follows : 

Millions of Pesetas 

1930 1931 1932 19332 19342 

2300 990 740 580 532 

Pubhe expenditure was rising, so was the public debt, and 
the Budget was in deficit, for the Republic had inherited a 
thoroughly unsatisfactory financial situation from the 
monarchical period. 

As a result of the defeat of the Socialists a Coalition Cabinet 
took office (December 17th, 1933) under the leadership 
of Sefior Lerroux. Its main source of support lay in the 
right wing parties of the Cortes. The new Government 
forthwith began to modify the socialistic and anti-clerical 
policies of its predecessors. It promised to continue the 
state subsidy to the country clergy and to slow up the 
closing of the religious schools until state schools were 
ready. It granted an amnesty to poHtical prisoners. 

* July 1931, January 1932, January 1933, December 1933. 

• First eleven months. 
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Throughout the year 1934 the Spanish Government 
continued to move and act in a conservative manner, and 
the resistance of the Socialists increased as they saw, or 
believed they saw, the steady disappearance of the fruits 
of the Revolution. Meanwhile the Catalans, ^ who had 
reluctantly agreed in 1931 to compromise with the Central 
Government on the question of Catalonian independence, 
began to fear that they would soon lose the local autonomy 
they had accepted from the first Cortes of the Republic. 
Similar fears were felt by the Basques and other regional 
groups. 

In October the Socialists decided to endeavour to over- 
throw the Government, and on the 5th of that month a 
rebellion broke out on a larger scale than any previously 
experienced. The chief centres were the mining district in 
Asturias and the industrialized province of Catalonia, which 
proclaimed itself an independent Republic. A striking 
feature of the revolt was the large part played by broad- 
casting, both sides issuing appeals and rallying their sup- 
porters “ over the air,'* The rebellion was suppressed witliin 
a week, but only at the cost of great loss of life. According 
to official accounts, over 1300 troops and civilians were 
killed and nearly 3000 wounded. The material loss in 
Asturias alone was estimated at ^10 million, and included 
irreparable damage to the famous Oviedo Cathedral. 

At the end of 1934 the Government, led by Sefior 
Lerroux, were endeavouring to convince the Socialists 
that the fundamental principles of the Repubhc would be 
respected, for the rebellion, though short-lived, had shown 
that die left wing elements commanded considerable 
influence throughout the country. At the close of this 
period, Spain was endeavouring to find what degree 
of Socialism and Republicanism was acceptable to the 
diverse political and cultural elements of modem Spain. 
The first regime of the Republic had clearly gone too 
far to the left; die sanguinary events of OctoW 1934 
seemed to show that the reaction had swung too far to 

^ Barcelona, tlie cliief town of Catalonia, is also the stronghold of Anarcho- 



Our Oum Times 


the right ; and it remained to be seen whether clergy and 
anti-dericals, peasant and landowner, Socialist and Con- 
servative Republican, Catalan, Basque and Castilian could 
learn to compromise and co-operate. 

It may be, it very likely will be, that Spain will yet 
play as great a part on the world stage as she did in the 
Middle Ages. There are forces inherent in the Spanish 
people which will be of great significance if and when they 
can be released from political and economic handicaps. 
Whether or not the new Republic can bring this about 
will be a most interesting question in the Times to Come.^ 

^ For the outbreak of die Spanish Civil War see Chapter XXXVI. 
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THE THIRD REICH 

“ All armed prophets have conquered and unarmed ones failed : 
for . . . die character of people varies, and it is easy to persuade them 
of a thing but difficult to keep diem in diat persuasion. And so it is 
necessary to order diings so that when they no longer believe, diey 
can be made to believe by force." — Machiavelli, The Prince, 

“ Diseases desperate grown 
By desperate appliance are relieved, 

Or not at all." Hamlet,, Act IV, Sc. 3. 

O NE need not go all the way with General Goering, 
noted aviator and German National-Socialist, when he 
said in April 1934 to a gathering in Berlin at which the 
diplomatic corps were present, that the cstabhshment of 
“ National-Sociahsm ” in Germany was an event com- 
parable in significance to the discovery of America and 
the foundation of Christianity, in order to agree that the 
German Revolution of 1933 was a considerable event in 
the history of Out Own Times. 

Before we tell the story of the triumph of National- 
Socialism it is necessary to recapitulate the events of which 
the second Revolution experienced by Germany since 1918 
was an inevitable result. Cast in a mould fashioned by the 
genius of Bismarck, the second German Reich hardened 
into the form of a great World Power with amazing and 
dangerous speed. The second Reich was bom to the sound 
of cannon and it died to the sound of guns. 

Since, broadly speaking, Democracy had defeated Prus- 
sianism in the Great War, the majority of the German 
nation in 1919 pinned their hopes for the future upon 
the creation of a democratic state. The sufferings they 
had endured, the penalties inflicted upon them by the 
Peace Treaty, were associated with Imperial Germany ; and 
the attraction towards Republican forms and democratic 
practices was strong and genuine. The reaction in Germany 
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against militarism and autocracy was fostered by the Allies, 
who had insisted upon the banishment of the Kaiser, and 
had by implication included the creation of a truly demo- 
cratic government in Germany as one of the fundamental 
conditions of peace. The Allies, in short, forced the Germans 
to adopt a form of government with which they were 
unfamiliar, at a time when representative institutions in 
general were passing through so critical a phase that by 
1934 the only important states in which they survived 
were the United States, France, and the Dominions of the 
British Empire. 

Thus, both from necessity and inclination the Germany 
of 1919 launched forth upon an experiment in democracy. 
Alas ! a rigid constitution; a system of proportional repre- 
sentation in Parliament; even a genius for organization — 
are not the sum total of the art of self-government. There 
is no short cut to the successful practice of democratic 
government ; the path of long experience down which a 
nation may slowly accumulate precedent and tradition is 
the only way of progress. Moreover, post-War Ger- 
many, cribbed and confined within the terms of the Weimar 
Constitution, was a cripple from birth. Hanging round its 
young hmbs were the economic and pohtical fetters forged 
by the Peace Treaties. In the eyes of many Germans, 
especially the hard Prussian core of the nation, the Republic 
was a War bastard ; and, as we have seen throughout this 
book, the Allies by their treatment of the reparation question, 
by their slowness in admitting Germany to the League, by 
their refusal to implement their moral obligations to disarm 
after Germany had fulfilled her duty in this respect, did 
precious little to legitimatize the child. 

In these circumstances it was only a question of time 
before a second reaction would occur, and by about 1931 
Germany, after a decade of being treated as the pariah of 
Europe, had developed a national inferiority complex which 
was a menace to the peace of the world. The symptom of 
her inward mental distress was the giowth of the National- 
Socialist crusade, of which the ex-Austrian bricklayer, 
Adolf Hider, was the prophet. 
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The appeal which has given the Nazi Movement its 
stren^ is that of NationsJ Unity based on the inherent 
superiority of the German race. “ Blood ” is the sacred 
element of National-Socialism. German and “ Nordic ** 
blood. 


Between 1919 and 1933 the average German, feeling 
himself to be an international outcast, longed to feel that 
he was ** somebody,” and, hkc the average Italian, burned 
with desire to improve his country’s status. But whereas 
the intelligent Italian realized that modern Italy had never 
been a Great Power, and hoped by unswerving devotion to 
the Fascist emblem to restore the glories of Imperial Rome, 
the post- War German was morbidly aware that his state 
had been a Great Power (had it not held the world at bay 
for four years?), was still, though temporarily prostrate, a 
Great Power, and could not, should not, would not be denied 
its proper position. In order to force the world to recognize 
the essential Great Powerfulness of Germany, the first 
requisite was to create a united front. The national will 
was rent by party dissensions. In Republican Germany 
disunion was endemic. The machinery of national govern- 
ment was split into federal units. It was the sacred mission 
of National-Socialism to unify Germany on a national 
basis. The ‘‘ River Main ” line dividing Nortli and South 
Germany, a hue which even Bismarck had failed to efface, 
must go. 

In a brilliant introductory section to a study of Nazi 
Germany and its neighbours, Arnold Toynbcf shows ^ how 
the advent of Nazi Germany was not only a predictable 
event in so far as it marked a resurgence of a defeated Power 
similar in many respects to that achieved by France in 
1830 after the Napoleonic Wars, but that it was also the 
“ consummation — or the reductio ad extremum — of a politico- 
xeligious movement, the pagan deification and worship 
of parochial human communities which had been gradually 
gaining ground for more than four centuries in the western 

^ Survey of Jnternanonal Affairs^ i933t PP* m 
S I S5I 
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world ut krge, and which had a sdll longer history behind 
it in the medical city-states of Central and North Italy.” 

This doctrine, first expressed in modem times in uncom- 
promising fomi by Niccolo Machiavelli, is that of a “ pagan 
rchgion of tribalism,” of the view that “ the worship of 
a parochial community constituted the whole duty of its 
subjects,” and that “ any community which was the object 
of such worship must be a moral absolute — a moral universe 
in itself which could be subject to no transcendent moral law 
in its physical colUsions with other representatives of its 
own species.” ^ 

This is the moral dungheap from whose spontaneous 
combustion sprang the notion of the sovereign state ^ — 
supreme, intolerant, terrible to contemplate, lawless and 
un-Chri$tlike. It is in this conception of which Machiavelli 
was the first modem expositor that the roots of present-day 
nationalism have their being. It is this emotion which gives 
life to the pagan and symbolic images we drape in national 
flags before making our patriotic genuflexions in their 
shrines. It was this paganism which made an irresistible 
appeal to Young Germany, for the Nazi Movement was 
pre-eminently a youth movement.® To the young men and 
maidens of Germany [1933], splendidly bodied, fully in- 
structed by one of the most technically efficient educational 
systems in the world, the World War was ancient history. 
What responsibility had they for the acts of August 1914? 
But they suffered. They suffered materially ; they suiffered 
mentally as they writhed in the toils of the national inferiority 
complex, tormented by their inability to find an outlet in 
the post-Watr world for their energy and ideals. The 
Nazi Movement promised gods from the rubbish-heap of 
mythology ; gods whose worship would exorcise inferiority 
complexes. The movement also promised action ! a heroic 
age ! a mighty struggle with powerful enemies, and then — 
after sacrifice — ^the fruits of victory. 

In short, the Nazi Movement set out to create a frame- 

1 Op. cit, * See Chapter I. 

* Pmpxam made a similar appaal to young Italy and young Russia. In Italy 
it was dressed up in the grandeur of Home ; in Russia it was equated with the 
war. 
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work within which a national spirit could be developed and 
expressed. It was essentially a heart-swelling crusade; a 
creation of the emotions rather than of the intellect. 


We have already said something ^ of the financial straits 
of Germany at the time of the Hoover Moratorium, and of 
her failure to raise new credits in London. It was towards 
the close of 1931 that the German Government asked for 
an International Commission of Inquiry to investigate (as 
laid down in the Young Plan) her capacity to pay reparations 
then temporarily suspended for one year by the Hoover 
Moratorium. The Committee was appointed and issued 
the Basle Report, which vindicated the German claim that 
further payments were impossible for the time being. ^ 

The Report pointed out that the Young Plan had con- 
templated a steady expansion of world trade, both in volume 
and value, as a result of which Germany’s annual payments 
would have grown relatively less burdensome. It showed 
that tills expectation had not been reahzed; that 43 per 
cent, of German loans (10,300 milhon marks) had been used 
to pay reparations and that Germany’s industrial production 
had fallen by one-tliird between 1928 and 193 1 ; that she 
had 5,000,000, or nearly a quarter of her normally employed 
population, out of work. 

Late in 1931 the German Chancellor (Dr. Brueiiing), in 
issuing die fourth set of Emergency Decrees for die control 
of German economic hfe, declared that these were to mark 
the last stage in the painful poHcy of deflation. He admitted 
their drastic nature when he said that dicy “ cut deeper into 
estabhshed notions of legal right and sanctity than any since 
times of great antiquity.” 

Dr. Bruening once more warned foreign Powers that if 
they feared the consequences of a Nazi success in Germany 
they could prevent it materializing “ by giving Germany 
suen help as, in my opinion, is necessary from the standpoint 
of humanity.” 

In February 1932 a decree was passed reorganizing the 


1 Chapter XIX. 


a See Chapter XXXII, p. 672. 
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banks, the state being obliged to put up looo million 
marks for this purpose and, incidentally, to take under its 
control about half the banks in the country. Throughout 
the course of the year 1932 the German Reich was engaged 
in a desperate struggle for its economic life — a grim task 
which, as we shall see, had far-reacliing political conse- 
quences. The method adopted in die first half of 1932 
entailed a large increase of state control of private economic 
life. The sliipping, iron, coal and steel industries all had to 
be assisted by public funds and passed under seini-state 
control. Unsuccessful attempts were made to control costs, 
for though wages were forced down about 12 per cent., 
prices only fell 6 per cent. Drastic measures to protect 
home agriculture were put into force, and in the sphere 
of finance a system of cast-iron control over the export of 
foreign exchange was set up in order to make it possible 
for the country to remain on gold. Germany’s export 
trade, which normally employed 10,000,000 persons, fell by 
35 per cent. — a catastrophe partly due to the new British 
tarifif^ and the competition of British goods (juoted in the 
depreciated sterling in such of the world s markets as 
remained. The extreme measures taken by the German 
Government to protect their agricultural market led to 
commercial wars with neighbouring countries and boycotts 
of German industrial goods. 

The extremely severe restrictive measures enforced by 
the Government made it very unpopular, and on May 
28th, 1932, the aged President, Marsh J Hindenburg, who 
had been re-elected for a second term of office, withdrew 
his support from the Chancellor (Dr. Bruening). The 
President refused to sign a further series of emergency 
decrees intended to balance the budget by reducing war 
pensions and unemployment benefit, and increasing taxa- 
tion ; and he also objected to a proposal to settle unemployed 
on the estates of the bankrupt Prussian landowners. These 
decrees were officially described as a call on the nation’s 
“ last reserves,” and when they were rejected by the 

^ During the first nine montlis of 1931 Great Britain bought ,^40 million 
worth of goods from Germany ; the figure for 1932 was million. 
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President, Dr. Bruening and his Cabinet, “ the Starvation 
Cabinet as it was called, resigned. 

In such soil the policies of Hitler and the National- 
Socialist creed had been making rapid growth. By this 
time “ Das System,” as its opponents scornfully termed 
the Republican Government, was visibly sinking into 
chaos, under the combined weight of the economic crisis 
and the resentment created in Germany by the failure 
of the ex-Allies to disarm. The rapidly growing army 
of unemployed were swelling the ranks of the various 
unofficial, semi-mihtary organizations such as the S.A. 
(Storm Troops), the Stahmelm (ex-Service men) and 
Repubhean Reichsbanner, whose origins went back to the 
days of the revolutionary outbreaks in Germany after the 
Armistice. The growing strength of these armed bodies 
afforded ominous evidence of the lack of genuine demo- 
cratic sense in Germany, and showed that the clash of forces, 
and not discussion, was to control decisions. In April 
1932 the Government failed to force the dissolution of the 
Nazi Storm Troojps. When the decree was pubhshed 
Hitler observed : ‘To this latest desperate effort of the 
System there will not be a parade, but a kick.” 

When Dr. Bruening resigned, his place was filled by 
Herr von Papen, a member of the Catholic Centre Party. 
The explanation of this move is to be found in the fact 
that the great landowners and big industriahsts viewed with 
the gravest apprehension the radical proposals in the Nazi 
programme, proposals wliich were clearly that part of the 
programme which appealed to the youth of Germany. 
At the same time the capitalists recognized the national 
desire for self-assertion and were as keen as die most 
emotional young Storm Trooper to restore Germany to 
her rightful place in the family of nations. Hence we find 
von Papen saying on June 4th that in order to rescue 
Germany from “ the situation into wliich the Versailles 
Treaty, the world economic crisis and the mismanagement 
of Parhamentary democracy have brought it,” it was 
necessary to amalgamate the spiritual, moral and physical 
forces of the country. He added : “ The dry rot of Marxist- 


<<c 
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Atheistic thought has akeady eaten too deep into all the 
cultural depths of public liJfe/' In August, von Papen 
broadcast the statement that “ Only a truly impartial, 
national state leadership . . . elevated above all party 
considerations as an inviolable stronghold of justice, could 
bring them out of their difSculties. It was von Papen also 
who began the process of undermining the power of the 
federal states and centralizing administration in the Reich 
Government, and it was during his Chancellorship that 
Germany demanded equality of status at the Disarmament 
Conference and withdrew for the first time from Geneva 
when these claims were not granted. In the economic 
sphere von Papen’s “ government of Barons ” announced 
its intention of “ restoring the economic organism to its 
full efficiency through the medium of private enterprise.” 
Amongst the measures introduced in order to further this 
policy were a 12 per cent, wage cut and a form of inflation 
disguised as a postponement of collection of taxation. 

In spite of von Papen’s attempts to tame the Nazi Party 
by adopting an aggressive attitude abroad, and by ful- 
minating on the subject of national unity at home, his 
relations with Hitler were rather uneasy. In order to buy 
off Nazi opposition to his financial policy, von Papen had 
raised the ban on the mflitary associations. There followed 
a series of clashes between Nazis and Communists, and in 
July the constitution of Prussia — in the government of which 
the Nazis had a strong majority—was virtually suspended. 
This breach of the constitution produced a furtiier series of 
Nazi outrages, and in August Hitler was requested to 
restrain the violence of his adherents. A final attempt at 
concihation, involving an offer of the Vice-Chancellorship 
to Hitler, proved abortive, and all hope of securing Nazi 
support appeared to be lost when five Nazis were condemned 
to death for murder at Beuthen on August 22nd.^ 

^ These five members of the Nazi Party were condemned to deadi for die 
murder of a Communist, remarkable for its brutality at a time when political 
mutdens liad become commonplaces of German life. Hitler telegraphed to the 
condemned men that owing to the “monstrous” verdict: “Your liberty is 
from now on a question ot our honour, end to fight against the Government 
whidi has rendered such happenings posi^le is our duty.” 
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On August 30th the Reichstag met after a long interval 
of government by decree and was opened by the veteran 
G^mmunist leader, Clara Zetkin — she was born in 1857 — 
who had travelled specially from Moscow in order to take 
the Presidential chair, a privilege which was hers by virtue 
of her seniority as the oldest member. She was assisted to 
the platform, where her indomitable spirit triumphed over 
the infirmities of the body. She proceeded to deliver in 
the name of Moscow a violent revolutionary attack on the 
Government, the Nazis and the Socialists. She spoke for 
nearly an hour to a House in which all the scats were 
occupied except those of the Government and Herr Hugen- 
berg’s thirty-seven Nationalists. She said that : 

A Presidential Government has arrogated power to 
itself, has been formed outside the Reichstag, is the tool 
of capital and big land-owning interests, and its motive 
power is supplied by the Reichswehr generals.” 

That: 

” Recent murders were due to the raising of the ban 
on the uniformed Nazi Storm detachments and the open 
favouritism shown to the Fascist civil war troops.” 

And that : 

” The President and Government ought to be im- 
peached before the Supreme Court of the Reich, only 
this would be like impeaching the Devil before his 
grandmother.” 

Frau Zetkin ended with the hope that she would ” yet be 
spared to know the happiness of opening the first Red 
Congress of Soviet Germany in virtue of my seniority.” 
She then proposed that the House should immediately 
proceed to elect its President and Vice-Presidents. The vote 
was taken and Captain Goering, the Nazi candidate, was 
elected President by 367 out of 583 votes. 

The Chancellor promptly obtained a Presidential decree 
authorizing him to dissolve the Reichstag, an action he 
carried out on September 12th by the peculiar expedient of 
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pkcing the decree on the speaker’s rostrum whilst a division 
defeating the Govemnieiit was in progress. 

The new elections were held on November 14th, and 
although they resulted in a slight set-back for the Nazi 
Party, von Papen resigned. His fall was directly due to 
the unpopularity of liis economic policy, which had caused 
strikes fomented by both Nazis and Communists. 

President Hindenburg again approached Hitler and offered 
him the Chancellorship on condition that he would submit 
the list of his proposed Cabinet for Presidential approval. 
Hitler refused to accept these terms. He had made it 
clear in a speech on August 7th, 1932, that he did not wish 
to be Chancellor unless that position included the leadership 
of the German nation. Bearing in mind that at this time 
Hitler was forty-three years of age whilst the President was 
eighty-five, there may have been special significance in 
Hitler’s assertion : I am convinced that nothing can 

happen to me, for I know that I have been appointed to 
my task by Providence.” To this rebuff the President 
replied as follows : 

“ I cannot give the leader of a Party my Presidential 
powers, because such a Cabinet is bound to develop into a 
party dictatorship and increase the state of tension prevailing 
among the German people, I cannot take the responsibility 
for this before my oath and my conscience.” 

The attempt made during the summer of 1932 by 
Hindenburg and von Papen, at the instigation of the 
industrialists (whose Nationalist Party had its private army — 
the Stalilhelm) and the landowners, to establish an authori- 
tarian form of government which would be orthodox in its 
economics and ‘‘ national ” in its pohtics, had failed. The 
Nazis had survived this effort to spht their party into its 
elements of Nationahsm and Sociahsm. But the results of 
the November election, which reduced the Nazis’ seats in 
the Reichstag from 230 to 196 and increased those of the 
Communist Party from 89 to 100, seemed to indicate some 
weakening of Hider’s position. As a last attempt to exclude 
Hitler, the President entrusted the Chancellorship to General 
Schleicher, whose poUcy was to govern on the basis of 
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support from the regular army and progressive elements 
in all parties. 

When the Reichstag met on December 6th it was seen 
that Schleicher’s position was hopeless. There was open 
criticism of the President for not giving the Chancellorship 
to the ** one man who is able to save the Fatherland.” 
General Schleicher was soon in violent collision with 
the landowners and the industriahsts. With the former, 
because of his schemes for agrarian reform ^ and his exposure 
of the immense sums of public money which had been 
squandered in rehef to the East Prussian landowners; 
with the latter, because of his efforts to come to terms 
with the Social-Democratic Trades Union leaders. 

Von Papen and Hugenberg (Press magnate and industrial 
leader) reached tlic conclusion that Schleicher must be 
overthrown even at the cost of seeing Hitler as Chancellor, 
and persuaded Hindenburg to withdraw his support from 
Schleicher and to send for the Nazi leader. 

The Nazi leader assumed office on January 30th, 1933. 
Von Papen was made Vice-Chancellor and Prime Minister 
of Prussia, and the Nationalist Party hned up in support of 
the Nazis. % 

At tliis juncture in the story of the Third Reich it seems 
probable that the Nazis were concentrating all their efforts 
upon seizing power, and were wilhng to collaborate with 
tlie industriahsts and large landowners if such a course 
would expedite the arrival of the day when the Swastika 
flag should wave over the length and breadth of Germany. 
The Nationahsts, recognizing that a Nazi triumph was 
inevitable, were most anxious to secure place and office 
behind and around the tlironc so as to retain some control 
of the movement. The third clement in the situation, the 
millions of Communists and Social-Democrats, watched 
the preparations for their extermination with the helpless 
fascination of a rabbit hypnotized by a stoat. 

The appointment of Hitler as Chancellor inaugurated a 
period of six months— January to July 1933 — wliich can 
be described as one of consohdation. The principal events 

^ I jf million acrtis were to be made available for smaUliolders. 
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ikmt Tile Reichsmg was dissolved and dections 
were announced for March 5th, the Gennan people being 
previously informed that the Nasris would rule with or 
without a majority. On February a7th a fire partially 
destroyed the Reichstag buildings, and with a rapidity 
which refleaed credit on the imagination of the Nazis, 
the news was put about that this was a Communist plot. 
Opinion outside Germany was largely convinced that the 
burning of the Reichstag building was engineered by the 
Nazis themselves. In any case the event provided an 
excellent pretext for the issue of an Emergency Decree 
which suspended all the articles of the Constitution relating 
to the liberty of the person, freedom of speech, of the Press 
and of assembly. The constitutional rights of inviolability 
of postal, telegraphic and telephonic communication were 
suspended, as were those of privacy of domicile and pro- 
tection of property . The last clause in this decree provided 
the emergency powers under which Hitler and his first 
lieutenant, Goering, were able to take over the administration 
of every state. 

On February 20th, Goering, who by now was Deputy 
Commissioner for the Interior of Prussia, igsued instructions 
to the Prussian police that they were to support “ patriotic 
associations and ruthlessly use weapons against ‘ subversive 
organizations.* . In the event of any deaths resulting 
from the use of force, the poUce were promised the support 
of Goering. This incitement to the murder of Socialists 
and Communists was accompanied by a threat of dis- 
ciplinary measures against those “ unduly considerate ’* in 
their behaviour towards subversive organizations. 

The elections were preceded by wholesale arrests, in- 
cluding all the Communist deputies, and on March 3rd 
Goering said : 

“ I hereby summon the whole line to the onslaught 
on Communism. My measures will not be hampered 
by legal considerations. ... In future tio one will enter 
the Government who does not come from Nationalist 
drclcs.” 

On March 5 th the votes were cast. The results for 
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of comparison are given in the following 
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Fortified by the results of these elections the Reign of 
Terror increased in frighcfulness, and its range spread from 
Socialist and Communist victims to Jewry. Then began 
a policy of persecution and torment which caused Germany’s 
name to stinJc in the nostrils of western civihzation. Save 
when the unfortunate victims were cast into concentration 
camps, her learned men, the great Einstein himself, her 
scientists, much that was best in German liberal, artistic and 
scientific hfe, fled from the barbarities of the Nazi in- 
tolerance. 

On the 2ist of March the new Reichstag met at the 
Garrison Church at Potsdam and obediendy passed an 
Enabling Bill which gave Hider dictatorial powers for 
four years ; and also a “ Uniformity Bill ” wliich estabhshed 
the supremacy of the Nazi Party for four years in all 
legislative and municipal assembUes throughout Germany. 
During the early summer of 1933 die attacks on the Jews 
were intensified, the property of the Sociahst and Com- 
munist parties and of the Trades Unions was sequestrated, and 
the movement for the Notification of the Church was begun. 

1 The total number of seats in tJbe Reiclistag being fixed in proportion to the 
population varies from time to time. 
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By July 1933 the Governments of die Federal States 
had virtually ceased to exist. The regional political parries, 
notably the Bavarian People’s Party, had been dissolved, 
the state administrations superseded by Reichstathilters 
apppinted by the Naris, and the states had been reduced to 
the level of Prussian provinces. The policy of “ Blut und 
Boden had accomplished the task which Bismarck’s 
“ Blood and Iron ” had failed to achieve. The “ Main ” 
line was gone. 

Not content witli abolishing the regional divisions of the 
Third Reich, the Nazis proceeded to eliminate all sectional 
divisions, whether represented by political parties or by 
rival military organizations, until, with the resignation of 
Herr Hugenberg in June, there remained but one official 
party — the Nazis, and two military forces — the Reichswchr 
and the S.A. But although the Nazi-Nationalist Coalition 
had officially ceased to exist, the Nationahst leaders continued 
to hold key positions under the Nazi Government, and, 
together with the Reichswehr leaders, played a large part 
behind the scenes. 

During these first six months of the Nazi regime Hitler 
and the “ old gang,” who had represented industry and com- 
merce in the Cabinet, were unable to restrain the furious 
excesses of the party-men. The Storm Troopers (S.A. 
men) were in charge of the situation, encouraged by the 
astounding pronouncements of such fire-brands as General 
Goering. Infiamed by the utterances of their leaders, 
the emotional side of the Nazi Movement displayed 
itself in such forms as bonfires of books written by 
pacifists and Jews,^ and campaigns against multiple 
shops which were supposed to be inimical to the 
“ little man.” ^ 

On July 1st, 1933, a Civil Service Act was promulgated. 
It contained tlie notorious Aryan clause wliich laid down 
that no person who was a Jew, married to a Jew, or 
descended from a Jewish grandparent, might be a member 

^ Cf. tlie bonfires set alight in Florence as a result of the eloquence of Savonarola 
in the fifteenth century. 

* Cf. the futile campaign in 1934 in Great Biitain by the Press Lords against 
the Co-operatives. 
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of the Civil Service. As a general principle it was laid down 
that Jews must be excluded from all public services, pro- 
fessions, literary and artistic, or any walks of life from which 
they might exercise an influence on the life of the nation. 
In the summer of 1933, however, it was reluctantly admitted 
that the half-million Jews in Germany might be allowed 
to trade, since their presence in commerce and finance was 
still essential to the economic life of the country and, like 
the “ Nepmen ” in Russia (see pp. 151 et seq,), they were 
reluctantly recognized as a necessary evil. 

The object of the Nazi policy was to weld all Germans 
and things Germanic into a national unity transcending 
international association, rehgious communion or pohtical 
frontiers ; hence a furious campaign of vihfication against 
the independent but “ German ” Austrian Government. 
Woman was ordered back to her place in the home, and 
was encouraged by the expenditure of public funds to 
withdraw from the labour market, to marry and breed 
Nordic sons. Dr. Goebbels was appointed Minister of 
Propaganda with the task of mobilizing in the business of 
unification all the resources of broadcasting, the theatre, 
the cinema and the Press. He described the Press as a piano 
on which the Ministry could play, and he expressed the 
hope that popular instruction would lead to a point “where 
tlie whole nation would tliink unitedly and at which there 
would only be one piibhc opinion.” 

By July it was annoimcccf that the victorious Revolution 
had now reached the stage of evolution, the period of 
destruction was said to be over and that of construction 
about to begin. Neither of these suppositions was in 
accordance with facts.' The old system in all its essentials, 
such as the Reichswchr, the Prussianized Civil Service, and 
the predominance of the great industriahsts in economic 
afiairs, was practically untouched; and when it came to 
reconstruction the Leader was to find that a new heaven 
and a new earth were easier to postulate than to create. 
Foreign bondholders caimot be consigned to bonfires, nor 
can bayonets create a favourable balance of trade. The 
main problem confronting Herr Hitler was still that which 
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had hem the undoing of his predecessors— the re-establish- 
ment of Germany’s economic situation. 

In order to divert public attention from the bread and 
butter problems of life, a series of speaacular strokes of 
policy were organized, such as the Reichstag Fire Trial, ^ 
the Jewish boycotts and persecutions, and numerous great 
mass demonstrations. The master-stroke in this series, 
delivered at a time when it was essential to divert attention 
from a forthcoming winter of hardships, was the imequivocal 
assertion of Germany’s right to rearm and subsequent 
dramatic withdrawal from the Disarmament Conference 
and the League in October 1933. Striking wliilst the iron 
was hot, Hitler announced that a plebiscite on foreign 
policy would be held simultaneously with a general election 
in November. The result was a foregone conclusion, since 
it was only possible for voters either to endorse the Nazi 
pohey or to have their voting forms relegated to the waste- 
paper basket. The results showed an overwhelming popular 
support of Hitler. They were as follows : 

Reichstag Elections : 

39,646,273 votes for Government. 

3,349,445 invalid. 

Referendum on Foreign Policy : 

40,609,243 for Government policy. 

2,101,004 against Government policy’-. 

750,282 invahd. 

Outwardly the Nazi position seemed impregnable, but 
the year 1934 was to witness two phenomena which indi- 
cated tliat antagonistic forces of unknown strength were 
still unsubdued by the Nazi leaders. 

On July 1st, 1934, the civilized world was shocked to 

^ The Reidistag Fire Trial, which opened on September 21st, 1933, provided 
ihe world with a fascinating drama. Van der Lm>be, a half-witted DutcVimai^ 
who pleaded guilty, was sentenced to death, and executed, Torgler, the Com- 
mnmsv ol the aRcaaed,wa!s lettvavned 'm preventive 

exuKtody. X>lmitroff, a Bulgarian Communist, also acquitted, was the hero of the 
trkd, His indomitahle courage and ready wit won him mtUiona of sympathizers 
Mil over the world amongst people who detested his political creed. 'Hie Rdch- 
ftag Fire Trial was important as an example of the fact tliat world pubUc opinion 
oounts even with governments professing indifference to its verdict. 
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Icam that Hitler had taken barbarous action to suppress a 
revolt on the part of Rohm (Chief of the Staff of the Brown 
Shirts — the S.A.) and other Nazi leaders. It was said that 
Rohm and his associates — ^who were now declared to have 
been moral perverts — were intriguing with the cx- 
Chancellor, von Schleicher, to eUminate Hitler and to incor- 
porate the S.A. with the Reichswehr. Whatever may be 
the truth in this matter, aU that can be said with certainty 
is that Rohm, General Schleicher and a number of suspects 
were shot out of hand. There was no trial, and the massacre 
was legaUzed in retrospect when the Fuehrer (Herr Hitler) 
announced ten days later that In these twenty-four hours 
I was the supreme court of the nation in my own person.'’ 
The personal position of “ The Leader ” was still further 
exalted when President Hindenburg died on August 2nd. 
The office of “ President " was then abolished and Hitler 
became “ Leader and Chancellor.” The carnage of June 
30th was probably of less significance than another sign of 
resistance to the Nazi Gleiclishaltung which attracted much 
attention in 1934, and that was the obstinate and heroic 
manner in which a section of the German Protestant Church^ 
resisted attempts made to Nazify the Reformed and Lutlieran 
churches and so unify them into one German State Church. 
The churches were ready to accept the principle of unifica- 
tion, and the Kirchenbund (Federation of Churches) which 
existed to co-ordinate the affairs of the individual churches 
met in May 1933 and elected Dr. von Bodelschwingh as 
the Reichsbishop of the new all-German Church. 

This appointment did not suit the ecclesiastically minded 
Nazis, or — as some would call them — the Nazi-minded 
ecclesiastics who were represented by a body known as the 
German Christians, the most extreme of whom demanded 
the abolition of the Old Testament from Protestant theology 
and the substitution for it of German sagas and legends, 
while the Hebrew prophets were to be replaced by ‘^per- 
sonages of German intellectual life in philosophy and art.** 

^ Set Tk& BuUetin oj International News, Vol XI, No. lo, November 8th, 
19^4. for an adniirable summary of the dispute between the NationaJ-Sodalist 
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The Chancellor (Herr Hitler) ignored the election of Dr. 
von Bodelschwingh and appointed a Dr. Miiller as his 
representative to take over the affairs of the Church and 
frame a new constitution. A national synod was established 
by the German Christian group, and Dr. Muller was elected 
Primate (September 27th, 1933). Meanwhile Dr. von 
Bodelschwingh had resigned, but the opposition to the 
Nazification of the churches crystallized round the person 
of Dr. NiemoUer, who organized “ The Pastors* Emergency 
League.** This league rapidly gained support, and early 
in 1934 it looked as if Dr. Muller had been defeated and that 
his resignation was imminent ; but Herr Hitler and General 
Goering came to his support, and in April 1934 Dr. jager, 
an official of the Reich executive of the Nazi Party, was 
appointed as lay legal member of Dr. Muller’s spiritual 
ministry.^ 

By the middle of May 1934 it was reported that several 
hundred pastors had been suspended and many churches 
closed by the secret pohee. 

The Emergency League continued the struggle, and the 
Bishops of Bavaria and Wiirtemberg were particularly 
obstinate and courageous in their refusal to bow the knee 
in the Temple of Rimmon. On September 23rd, 1934, 
Bishop Muller was installed as Primate of the Evangehcal 
Church in the presence of a number of bishops appointed — 
with one exception — by himself. 

The rebels replied to the disciplinary measures put into 
force by Bishop Muller by issuing a proclamation (October 
20th) disassociating the affairs of the Church from the 
Primate’s ministry and setting up an independent “ Council 
of Brctliren of the Evangelical Church.” The situation was 
now so serious and was resulting in so many disorders, 
disturbances, protest meetings and widespread comments 
in the foreign Press that Herr Hitler could no longer refrain 
from action. 

On October 30th he interviewed the rebel bishops and 
issued a statement which was at first understood to mean 

^ Dr. Jager had said : “ When Jesus Christ entered world history it was, in 
the last analysis, the fire of the Nordic breed that was revived.” (Op. cit.) 
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thdt the Nazi State proposed to withdraw from, its attempt to 
carry out the propss of “ Gleichshaltung ” of the Church on 
the principle of “ one nation, one state, one Church ” But 
at the close of the year 1934 there were signs that the 
events of October 30th had only provided both sides with a 
breathing space, and that the struggle might be renewed at 
any moment. It may well be that the Nazi leaders, faced 
with the difficult economic situation of the winter of 1934, 
were not anxious immediately to add to their problems a 
first-class dispute on a spiritual issue. 

Altliough die “ clean up ** of July ist and the Church 
revolt were indications that on the one hand there were 
dissensions inside the Nazi hierarchy, and on the other that 
freedom of thought and belief was still alive in Germany, 
the acid test of the regime was hkcly to be the economic 
situation. 

Earher in tliis chapter we described the financial diffi- 
culties of the Bruening period, difficulties which involved 
severe hardships for the German people, and which con- 
tributed very largely to the establishment of the Nazi 
regime. But the economic distress which had given Hitler 
both liis opportunity and the bulk of his support was at 
the same time the greatest menace to his security, for, 
sooner or later, the fiduciary notes on future prosperity 
which he had issued to a despairing people would have 
to be honoured in the hard cash of materi J improvement. 
How was such material improvement to be achieved? 
To answer this question we must consider the background 
against which successive German Governments had wrestled 
with the financial problem. It was a background of inter- 
national debt, reparation debt and commercial debt. This 
debt was built up subsequent to the great inflation in 1923 
wliich wiped out practically all the liquid capital in Germany 
and left a situation in which the nation was forced to borrow 
from abroad, a situation very tempting to lenders, especially 
American lenders, who were well provided with surplus 
capital and more interested in high returns than good 
security. 

The Germans have always claimed that these international 
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borrowings were necessary to meet Reparation payments ; 
but foreign experts deny this claim, and it has even been 
stated that **sm. examination of Germany's capital tram- 
actiom since 1924 shows clearly enough that less than 
half of Germany's actual borrowings can be attributed 
to the Reparation payments which she was compelled to 
make.” ^ 

This was the situation in the year of financial panic whose 
excitements we have already chronicled, and when the first 
fury of the storm had passed Germany found herself with 
two assets and several liabilities. On the credit side the 
Hoover Moratorium reheved her of the problem of finding 
reparations, and later on this temporary asset was made per- 
manent at the Lausanne Conference at which the Reparation 

f >aymcnts were buried. The other asset— supposedly of a 
ess permanent nature — was the fact that the portion of the 
short-term bank debts which the panic-stricken creditors had 
not been able to get out of Germany during the first part of 
1931, were now immobilized by a standstill agreement. 

On the debit side the gold reserve of the Rcichsbank 
was reduced to R.m. i-6 milhards (;£8o milhon) the 
banking system had collapsed into the arms of the state, 
whilst Germany's international credit had disappeared and 
there was no immediate hope of obtaining long-term loans 
in a crisis-stricken world. 

The Bruening regime had heroically adhered to the 
orthodox canons of international finance and endeavoured 
by severe deflationary measures to make both ends meet, 
but with the advent to power of the Nazis a complete 
reversal of policy took place. Herr Hitler was committed 
to reduce unemployment, and the whole ideology of the 
Nazi doctrine presupposed a self-sufficient Germany. A 
very large public works programme was put in hand which 

^ T/u! 7 'imes, September 19th, 1934. 

The same audiority published figures whidi showed that in die middle of 
1931 Germany’s foreign indebtedness amounted to about 23 milliards of marks, 
of which 8 milliards were for short-term debts. Of these debts the U.S.A. was 
owed R.m. 6*3 milliards on long term and 1*73 on short term, whilst Great Britain 
had lent R.m. 1*2 milliards on sltort term and 1*5 on long term. 

* One-third of diis was money borrowed from the Bank of England, Bank 
of France and New York, 
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caused a substantial diminution of unemployment ^ at the 
cost of a rise in the internal price level, and this was 
supplemented by elaborate measures of exchange control 
designed to keep the mark at its official gold value. This 
made German goods very expensive to foreigners and had 
the inevitable result of destroying Germany’s export surplus 
and thus depriving her of any chance of obtaining funds 
with which to pay her foreign debts. The originator of 
this policy was Dr. Schacht, who was the Nazi governor of 
the Rcichsbank, and later became Minister for Economic 
Affairs. In June 1933 Dr. Schacht insisted on repaying the 
credits which die Reichsbank had received from the Bank 
of International Settlements, thus reducing the Reichsbank 
reserve to the very small figure of 274 million marks. ^ 
Having created this situation Dr. Schacht then announced 
that it necessitated a six months’ moratorium on all long- 
term debts. Vigorous protests caused this to be modified 
into an arrangement whereby 50 per cent, of the debt was 
transferable in cash and 50 per cent, had to be paid into 
a “ blocked ” account. 

It would be tedious to describe the complicated and 
almost continuous negotiations which lasted throughout 
1933 and 1934 between the representatives of the creditor 
nations and the forceful and cunning Dr. Schacht. Some 
creditors, notably the Dutch and Swdss, had a very favourable 
balance of trade witli Germany, and because they were such 
important customers of the Germans they were able to 
squeeze specially good terms out of Dr. Schacht. The 
British and Americans protested, and a sharp exchange of 
notes took place between Great Britain and Germany in 
which Great Britain threatened to establish a trade-clearing 
system witli Germany. Here again the British had a 
certain bargaining strength in that they bought more from 
Germany than they sold to her. On the other hand, the 
Germans took refuge in the fact that die boot was on the 
other leg in respect of trade relations between Germany and 

^ A large part of this result was also due ud dismissing women from industry, 
shortcnii^ hours and spreading work. 

* By June 1934 it had fallen to R.m. 7 ^ million. 
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the Empire as a whole. The British forced some concessions 
out of Dr. Schacht and were immediately accused in New 
York banking circles of having done so at the expense of 
the Americans. The net outcome of the whole matter was 
that at the end of 1934 the German Government was only 
paying a fraction of the interest due on her overseas loans. 

The reader would only have seen one side of the picture 
if the story of Nazi Germany’s considerable default was left 
as we have told it on the preceding pages. The German 
case^ was that much of the debt had been contracted to 
pay reparations; that German exports — even during the 
deflationary period when the German price level was being 
forced down — had been denied access to their normal 
markets by a tanglcment of rising tariffs and trade restric- 
tions ; that the depreciation of the dollar and the pound had 
made it still harder for German exports to compete in the 
world market ; and that it was both politically impossible 
and economically undesirable for the German Government 
to devalue the mark and so encourage exports — both 
because the German people had never forgotten the horrors 
of the first devaluation, and also because it would be 
harmful to add the mark to the long hst of depreciated 
currencies, and perhaps precipitate an international currency- 
war. 

At the end of the year 1934 the deadlock was complete, 
and as a result of Germany’s isolation her policy was that 
of “ Autarchy ” or self-support. The creditor countries 
declared that this policy was largely devised as an excuse 
for default, and as political propaganda for the Nazi regime ; 
the Germans asserted that as in 1914 their country was 
being encircled by an iron band, they drew a picture of a 
heroic but determined people prepared at all costs to prove 
their right to and abihty to maintain an independent national 
life. 

Although the German default was inconvenient to the 
creditors abroad and her partial economic isolation from 
such international economic system as existed in 1934 was 
a serious obstacle in the way of world recovery, her autar- 

‘ S« TAt Timts, August 17th, 1734, for 0 r. Schacht’s speech at Leipzig. 
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chic policy raised vital issues inside the country. In normal 
times Germany Avas a large importer of food-stuffs and raw 
materials, and one of the world’s principal exporters of 
manufactured goods — a situation which tended to make an 
adverse balance of payments as normal a feature in the 
economy of Germany as it was in that of Great Britain. 
The “ self-sufficing ” policy of the Nazi regime necessarily 
involved severe dislocations and readjustments in the German 
economic system. Germany was in fact particularly un- 
suited to be the scene of an experiment in self-sufficiency, for 
she had to import the majority of her requirements of such 
important materials as iron ore, copper, rubber, mineral oil, 
cotton, wool and vegetable oils. Every possible means were 
taken to stimulate domestic agricultural production; for 
example, in 1933 it was decreed that the output of margarine 
was not to exceed 60 per cent, of that for 1932, in the hope 
that this would reduce the dependence of Germany upon 
imported oil-seeds and also assist the dairy industry. The 
artificial stimulus given to agriculture by such measures and 
also by fixing minimum prices, and giving special credits to 
farmers, caused a rise in the prices of food-stuffs, and in the 
summer of 1934 there was talk of a food scarcity ; but the 
facts seem to be that a sufficiency of food, though certainly 
no superfluity, existed in Germany at the close of 1934. 

A question wiiich greatly exercised the Government was 
that of ensuring the supply of raw material to German 
industry. The problem was tackled from two angles. On 
the one hand trade agreements of a barter character were 
negotiated wherever possible, and on the other hand a 
tremendous drive was made to produce inside Germany 
“ synthetic ” substitutes for the natural produce. The 
Chancellor (Herr Hitler) announced on July 13th, 1934, 
that “ we shall through our abihry, and, thanks to the genius 
of our inventors and chemists, find ways of making ourselves 
independent of imports of those raw materials that we 
ourselves are in a position to manufacture or find substitutes 
for.” From time to time announcements were made to the 
effect that the German chemists had succeeded in producing 
artificial textiles, synthetic rubber and so forth, wmeh would 
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make Germany less dependent upon imported materials. 
On October sotb, 1934, it was announced that Dr. Schacht 
in his capacity as Minister for Economic Affairs had com- 
pulsorily amalgamated certain firms into an association for 
the production of motor-spirit from lignite coal.^ In 
addition to measures of this character an anti- waste campaign 
was launched reminiscent of that carried out during tfie 
War. It was even reported - that skins for sausages were 
in future to be made of prepared paper. 


Conclusion 

The situation in Germany at die end of 1934 was dominated 
by the plebiscite in the Saar, due to take place on January 
13th, 1935.^ It was notorious at that time that every effort 
was being made in Germany to prevent untoward develop- 
ments from having a harmful influence on the expected 
German triumph in the Saar. Taking a longer view of 
the oudook in Germany it seemed as if the economic 
position was bad, though not desperate; but diat it 
would be progressively difficult for the Nazi regime 
to hold such economic improvement as had been made, 
since it was largely a temporary domestic recovery 
supported on a public works programme, and for permanent 
recovery a considerable increase in die German exports 
appeared to be essential. However, theories that economic 
distress in Germany would cause the downfall of the Nazi 
dictatorship were apt to ignore die fact that within Hmits 
a certain amount of hardship, calling for sclf-sacrifice, was 
a useful talking-point for Nazi propaganda, especially when 
the hardship could be attributed to die action of Foreign 
Powers and international Shylocks, 

It seemed at the end of 1934 that once the Saar business 

^ Germany imported about 1,000,000 tons of motor^spirit a year, and it was 
hoped that tlic new association would pioduce half tiiis quantity by about 
1936-37. The I.G. Dye Trust already produced about 200,000 tons in 1934. 
1 m price of die home-produced spirit was not expected to be competitive with 
the imported fuel. 

• TAe Tima Trade and Engineering Stwplerrunt, October 6th, 1934. 

* For particulars, see Chapter XXXllI, pp. 724 et seq. 
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was out of the way the German Government would have to 
orient its policy in one of two directions. It might move 
either more to the left, involving more isolation, more 
“ Autarchy ” and more default, or else turn in the contrary 
direction and come to some compromise with the debtors, 
thus paving the way for a resumption of foreign lending, 
for a move towards freer trade and perhaps a carefully 
staged 10 per cent, to 15 per cent, devaluation of the 
mark. There was no doubt that a swing back to inter- 
national co-operation would inevitably be regarded by 
the young enthusiasts of the National Socialist Party as 
a deplorably retrograde step. But if— as seemed probable 
— the real seat of power in Germany, notwithstanding 
appearances, still rested with the big industrialists and the 
Reichswelir, the protests of the young Nazi zealots would 
perhaps be silenced by another ferocious and sanguinary 
“ clean up.** 

Weighing all the relative factors, it seemed likely at the 
beginning of 1935 that Hitler would remain and the sharper 
contours (as well as the younger hotheads) of the Nazi 
Movement would disappear, and there was some hope 
at the end of Our Own Times that Germany was preparing 
to resume the place in the Great Society of Nations from 
which, like Lucifer, son of the morning, she fell so tre- 
mendously in 1914. But if this was to be the course of 
events, it was incumbent upon the ex- Allies to remember 
that understanding and sympathy, reasonableness and some 
sacrifice was also demanded from those nations whose 
representatives drafted die Treaty of Versailles. Since 1920, 
concession after concession had been made to Germany 
by the ex-Alhes, but they were always nullified by diosc 
fatal words — “ too late.*’ 

In February 1935 the French and British Governments 
held conversations in London which resulted in a deter- 
mination to make an offer to Germany calailated to lead 
to a final settlement of the infernal triangle.^ This matter 
is further discussed in Chapter XXXIII. 

1 See Chapter V. 





CHAPTER XXVni 

RUSSIA (i926-<34) 

“ I have heard fiecpjent use,” said the late Lord Sandwich, in a debate 
on the Test Laws, “ of the words ‘ orthodoxy * and ‘ heterodoxy ’ ; 
but I confess myself at a loss to know precisely what tliey mean.” 

“ Orthodoxy, my Lord,” said Bishop Warburton, in a whisper — 

“ orthodoxy is my doxy ; heterodoxy is another man’s doxy.” 

Priestley, Memoirs. 

I N a previous chapter we left Russia about the year 1926 
at a turning-point in her destinies. The Communist Party 
was tlien indisputably in control of a country the great 
majority of whose inhabitants were, equally indisputably, 
small peasant capitalists. Faced with this paradoxical situation 
the Soviet Government was devoting more of its attentions 
to the establishment of Commimism within its own terri- 
tories, and less to the question of extending the benefits of 
that regime to the outside world, an attitude wliich en- 
couraged the Western Capitalist Powers to adopt towards 
the parvenu of Eastern Europe a policy of “ Live and let 
live.” Finally, Russia had lost Lenin but found Stalin. 

We liave noted that the Communists, realizing they 
had underestimated the magnitude of the political task of 
“ socializing ” die masses and the economic task of keeping 
ahve a bare minimum of economic activity, were obhgcd, 
in order to gain time, to compromise with dieir principles 
and reintroduce “ Capitalism ” under the guise of the “ New 
Economic PoUcy.” This policy succeeded. They gained 
time in which to prepare plans for a new approach to their 
problems. 

For many reasons there was only one way out of their 
difficulties and that was through the industrialization of the 
Russian economy. Only by a process of industriahzation, 
by the appheation of power to the business of wealth 
production, was it conceivable that the immense natural 
resources of the Soviet Union could be adequately exploited. 
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The mechanitation of agriculture foreshadowed a decrease 
in the rural population. Where were the displaced peasants 
to go? Only the creation of a great industrial system 
could provide them with economic havens of refuge. 
In short, the Russian problem was a larger edition of 
the problem which had faced Great Britain in the 1840’s. 
The standard of living could only be raised by using 
power production, and this meant a readjustment of the 
national balance between agriculture and industry, as well 
as the mechanization and rationahzation of agriculture. 

So far we have stated the problem, and its only solution, 
as these matters might have appeared to, let us say, a 
Conservative Government in Great Britain. But in Russia 
the men in control were Communists, and they were faced 
with the dual problem of solving this practical economic 
problem and yet making it the means to a poHtical end. 

In this respect their problem in the 1923-25 period bad 
been very similar in broad outline to that which was to face 
Roosevelt in the U.S.A. in 1933. 1 ^^ had to save his 
country from economic collapse, but was determined to do 
so in a manner which would leave a permanent mark on the 
social system of America. Recovery and Reform were the 
watchwords both in the Krenihn in 1923 and in the White 
House in 1933. 

The task of the Russians was probably easier, for though 
Roosevelt possessed technical advantages denied to Stahn, 
such as machinery, skilled labour and the immense power 
of the loud speaker, yet much of the economic apparatus 
at Roosevelt s disposal was permeated by the political 
and social notions he was anxious to reform. Russia had 
no Wall Street, no “ big business ” or banking system 
of significance. This was advantageous from the Com- 
munist point of view. The Communists knew — or 
thought they knew — that if and when they succeeded with 

Recovery,” they would not be rebuilding a Frankenstein 
monster which would destroy its creator, and yet even here 
the difference between the problem of the Kremlin (1923) 
and the White House (193 3-3 5) must not be overstressed. If 
Roosevelt was likely to be menaced by the reviving spirits 
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of big industry and high finance who were offering (unless 
indeed the age of miracles was not over) mere lip service to 
his Reform schemes, Lenin’s and Stalin’s plans were menaced 
by the peasants who had been turned from non-political 
creatures into active anti-Communists through their newly 
won ownership of the land. 

The Communists solved their dual problem by deciding 
to proceed to their ultimate aim of socialization by way of 
a period of state capitalism. This policy was based on the 
theory that it would produce the necessary economic im- 
provement, but that since the control of the venture would 
remain in the hands of the state, Le. the Communist Party, 
it could be used as an educative weapon for Socialism. 
They would use Socialism to make Russia prosperous, 
and then prosperity would be associated in men’s minds 
with Socialism. 

That was to be the broad principle ; its application had to 
be carried out at top speed. This fitted in with the rehgious 
zeal of Communism and, subject to certain quahfications, 
was very good politics. High speed meant great sacrifices ; 
it meant a sense of urgency ; of battling with a crisis ; of 
service for the nation ; a crusade against difficulties. Fired 
with such mighty purposes as these, men rouse tlicmselves 
and claim kinsliip witli the gods. The finer side of man’s 
complex character emerges and he declares the impossible to 
be easy.^ Faith moves mountainous difficulties or at least 
makes them appear as molehills. The quahfications men- 
tioned above were : that there was a hmit to the endurance 
of the ordinary man, and that if zeal was allowed to run 
quite out of sight of discretion, technical inefficiency might 
cause a collapse. 


It was in December 1927 that the Soviet Government 
opened a Socialist offensive ” as a prelude to the com- 
mencement in October 1928 of the first of a series of Five- 
Year Plans, The return to Socialism was made none too 

^ Cf. the ^pcals to the peoples issued by government# during the War. Also 
speeches by Roosevelt (March 1933) and Hitler. 
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soon. Ever since the introduction of the N.E.P. in 1921 the 
economic Kfe of the country had been divided into two 
sectors. On the one hand the state and co-operative in- 
dustries, and on the other, the private businesses. The 
state — even when the New Economic Policy was being 
most leniently interpreted — ^had never abandoned to this 
cuckoo in the Communist nest the so-called “ commanding 
heights ^ of heavy industry, transport, foreign trade, 
banking, insurance and a proportion of the large Govern- 
ment estates which the Communists had saved from the 
grasp of the private peasant. But in 1927 the state-controlled 
side of the Russian economy was not doing very well, 
whilst the “ private sector ” was making relatively rapid 
progress. It was responsible for 17 per cent, of the produc- 
tion in industry and for over 90 per cent, of agricultural 
production. It handled 35 per cent, of the retail trade. 
Tills was all to the good from the point of view of economic 
recovery ; to the ardent Sociahst it was deplorable. The 
Nepmen (or private trader) and Kulaks (rich peasants) were 
growing in numbers. Their speedy “ liquidation ” was 
essential. 

The immediate purposes of the Five-Year Plan— whose 
preparation had taken three years— were to socialize and 
mechanize agriculture; to develop heavy industry under 
state control, and to secure, through the Budget, government 
control over the production and distribution of wealth. 
The plan was drawn up by the State Plamiing Commission 
(the Gosplan), a body originally set up in 1921. This body 
set to work on the basic assumption that Russia was one 
large, self-contained, economic unit. The first difiiculty 
was Aat of finance. A pohey of industrial and mechanized 
expansion of agriculture, such as was contemplated, would— 
in normal times — have absorbed most of the foreign in- 
vestment of the capitahst world, but the staggering task in 
front of Russia was that a capital expenditure estimated to 
be in the region of 50,000 milhon roubles (say 5^5,000,000,000 
at par) spread over five years was to be made out of internal 
savings. The proportion of national income saved in Great 

1 So described in a decree of June 19x8. 
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Britain has been estimated to be about 27 per cent, per 
annum. It ^pean likely that a comparable figure for Russia 
during the mrst Five-Year Plan was in the region of 40 per 
cent. This presupposes the lowest level or consumption 
which will keep human beings alive and fit to continue 
production. The plan in its first stage of five years depended 
upon the abihty of the Russian people to enaure the priva- 
tions attendant upon a ratio of investment to consumption 
much higher — so far as can be judged — than anything 
known in modem history, except perhaps the enforced 
abstinence of the German nation during the years 1917-18. 

The western critics who pointed witli scorn to the 
miserable life of the common man in Russia during the 
years 1928-32 were for the most part wide of the mark. 
A very low level of consumption was a sign of success, 
always provided that production was increasing and being 
invested in capital goods. The smaller the proportion of 
production consumed in the present, the more there was 
left for investment for the future. Before considering the 
extent of the productive increase, something must be said 
of the tactics employed in order to obtain the low level of 
consumption. It was fashionable up to about 1931 for 
foreign observers to allege that the liigh rate of saving 
was due to the stranglehold of the dictatorship of the 
Communist Party. This was no doubt an important and 
probably the dominant influence, but it is manifestly absurd 
to suppose that a million and a quarter men and women 
can, over a period of time, arbitrarily inflict tlieir will upon a 
population of some 170 milhon — even in Russia. There 
were other explanations. Firstly, the propaganda of the 
Party which managed to get across the notion of the mighty 
struggle — ^as indeed it was — ^in which new-born Russia was 
engaged ; a struggle in which the capitahst Powers played 
the rdle of the wicked uncles. Secondly, the example of 
the members of the Communist Party whose wliite-hot zeal, 
singleness of mind and .selflessness of purpose was maintained 
by periodic and stringent purges intended to chminatc 
from the Party the weak-kneed, the backshders and the 
self-seekers. Thirdly, the care and attention, physical and 
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mental, paid in Russia to the young generation. The 
bitterest enemies of the Communist regime admitted that 
as compared with the days of Tsarist Russia the Bolsheviks 
did great things for the physical well-being of the children. 
The education of the young was vigorously taken in hand, 
but whilst on the one hand a determined and successful 
attack was made on ilhteracy, a glance at Russian school- 
books showed the exclusively Communist framework 
in which all education took place. Young Russia was 
Socialist ; it knew no other world, and the drive, the push, 
the enthusiasm, the sacrifices which were at the bottom of 
the achievements of the Five-Year Plan were rooted in the 
youth of the country. To a large extent contemporary 
hterature, as well as the drama, on stage and screen, were 
cramped within die same convention, though towards 
the end of Our Own Times there were signs of a hberahzing 
tendency in this respect. Fourthly, must be mentioned 
the brutal frankness with which the leaders of modem 
Russia admitted mistakes and explained the need of 
sacrifice. No western democratic government would 
ever have dared to make the admission made by Stalin, 
when in 1931 he recognized that the tempo of the 
attempt to collectivize die peasants had been too swift. 
To say that Stalin could safely admit his errors, since 
there was no opposition to step into liis shoes, only partially 
detracts from the achievement and is an argument which 
would equally have justified concealment of failure on 
the part of the Communist Government. Taken as a 
whole, the Russian people accepted the sacrifices inherent 
in the first Five-Year Plan — of which both the tempo and 
“ control figures ” were increased as the plan proceeded, so 
that it was completed to the slogan of “ die Five-Year Plan 
in Four Years ” — because they had faith as well as resignation. 
They were hopeful as well as helpless. 

Before indicating statistically some of the achievements 
of the plan it may be as well to sketch some of the difficulties 
which had to be overcome. There was a great shortage of 
basic capital equipment, and this meant that machinery had 
to be imported mom abroad, a fact which put sriU further 
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pressure on the home front since these imports could only 
be paid for by the export of raw materials such as timber, 
oil, flax, dairy produce and grain. Even making every 
allowance for the furious pace of the plan it was clear that 
many years would have to elapse before Russia could supply 
her own needs in heavy machinery, tools and the special- 
ized products of western industry. In parallel with the 
shortage of machinery was that of skilled labour, from the 
mechanics to the engineers-in-chief and works' managers 
who were required to man the innumerable industrial 
undertakings and power plants which were part of the plan. 

^ The shortage of skilled labour was met by the importation 
of foreign specialists, by the intensive training of home 
labour ^ and by sending Russians to be trained abroad. The 
inefficiency of the industrial higher command in conjunction 
with the fact that thousands of primitive peasants were 
making their first acquaintance with machinery, led to great 
loss of output and much wastage of machinery. Another 
handicap which had to be overcome by the Five-Year Plan 
was that it had the misfortune to run into the World Crisis 
within two years of its inception. There was cruel irony 
in the fact that the first world-Sociahst-state was suffering 
from the crisis of the capitalist system. Though the 
rulers of Russia might sarcastically point out that at a time 
when world figures of industrial unemployment were 
estimated at 30,000,000 (not including dependants), there 
was work for all in Russia, Stalin was watching the price 
fall as anxiously as were the inhabitants of Wall Street, 
Pittsburg, the City of London and the North of England. 
The Russians, unable to obtain credits — except to some 
extent from Germany — were obhged to pay cash for their 
imports, and cash meant the export of raw materials, and, as 
we have pointed out elsewhere, it was a characteristic of the 
price fall during the crisis, that raw materials, and especially 
agricultural products, suffered to a greater extent than manu- 
factured goods. The crisis forced the Russians to export 

^ Cf. the high-speed training of officers for the New Armies in Great Britain 
1914-iS. But the Russians had no cadre, to speak of, compared with that 
provided by the British Regular Army. 
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more and more grain, timber, oil, etc., in exchange for less 
and less machinery. This is, of course, the simple and com- 
plete answer to the ridiculous nonsense which has been 
written about Russian dumping. All nations “ dump ” from 
time to time in order to secure a particular foreign market, if 
by dumping we mean the sale of an article abroad at a 
price below that current in the home market ; but to suppose 
that the Russians were not anxious to obtain the maximum 
import in return for their export is to suppose that the 
Bolsheviks were either lunatics or philanthropists, two 
descriptions wliich do not seem to fit their activities in 
other respects.^ Finally, the Five-Year Plan had to face, as 
perhaps its most formidable obstacle, the conservatism and 
'' Communist-created-capitahsm ” ^ of the peasant. The 
whole scheme was very nearly wrecked on this rock. The 
attempt to collectivize the peasant and ehminate the Kulak 
was made at too great a speed. The peasants retahated by 
hoarding their grain and slaughtering their livestock on the 

f )rinciple that they would destroy their property rather than 
ose their private rights therein. The terrible results of the 
resistance of the peasants is shown in Table I below, which 
was pubhshed by Stalin on February 3rd, 1934. {Moscow 
Daily News.) 

able I 

NS-^flER OF Livestock in the U.S.S.R. 

‘ (In miliioiis of head) 



' 1916 

1929 

1930 

1931 1932 

1933 

(ij) Horses 

' 35-1 

34*0 

30*2 

26-2 19-6 

l6*6 

1 (b) Large-homed cattle . 

1 58-9 

68-1 

52*5 i 

47*9 40*7 * 

38*6 

I (c) Sheep and goats 

1 115*2 

147*2 

io8*8 

77*7 52*1 

50*6 

(/) Hogs . . . 

1 20*3 

20*9 

I3‘6 I 

14*4 11*6 

12*2 


The fantastic speed at wliich “ paper ’’ collectivization 
took place is shown by the fact that according to the Bulletin 

1 Cf. the action of die " Restrictionists ” in capitalist countries who destroy 
real wealth in order to raise the price by creating an artificial scarcity. 

* See p. Ip. 
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of the Pcoplc*s Commissariat of Agriculture, published on 
March 9th, 1930, there were on January 20th, 1930, 59,400 
collective farms embracing 4,393,100 peasants, whilst a few 
weeks later these figures had risen to 110,200 and 14,264,300 
respectively.^ It was utterly impossible, quite apart from the 
resistance of the peasants, for mechanization to cope with 
this rate of collectivization, and there was point in Trotsky’s 
gibe concerning these “ paper collectives ” when he said : 
“ From peasants* nags and wooden plows, however com- 
bined, you cannot create large-scale farming any more than a 
combination of fishermen’s row-boats can make a steamer.” 

The situation was very serious, and the fact that the 
Bolsheviks at once bowed to the inevitable is part proof of 
the contention advanced earher in this chapter that the 
mass of the Russian people were by no means helpless slaves 
under the heel of the Communist Party. In a notable 
pronouncement Stalin ordered a temporary relaxation of 
pressure on the peasants, and scourged the over-zealous 
Communist bureaucrats. The document, which was 
published throughout Russia, was entitled “ Heads Turned 
by Success,” and unsparingly rebuked the over-zealous 
attempts of members of the Party whose “ heads had been 
turned ” by unexpected success in early stages of 
the policy of collectivizing the peasants. Comrades who 
had “ temporarily lost their sanity ” wee* 1, instructed to 
regain their senses and moderate their metho without 
delay. “To irritate a member of a collective farm by 
soci^zing liis living quarters, his small cattle and his chickens, 
when co-operative farming is not yet firmly established, is 
it not clear that such a poHcy can benefit only our sworn 
enemies ? ” 

The modification of the pressure on the peasants fore- 
shadowed by this document was translated into practice by 
the issue of instructions which permitted the peasant to keep 
his house and garden, one cow and chickens and, even 
in special cases, his sheep and pigs.® But the harm had been 

^By 1937 tlie number of collective farms had risen to 243,700 {Pravda^ April 
I9tli, 1937). 

* Furtlier concessions of this kind were made in February 1935 and confirmed 
in the Constitution of 1936. 
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done and, as Stalin admitted in his speech to the Seventeenth 
Congress of the Communist Party in January 1934, the 
collectivization of the peasants had resulted in the destruction 
of about 50 per cent, of the total Russian livestock. 


By the beginning of 1934, nine months ahead of the 
scheduled period, the first Five Year-Plan had been com- 
pleted, and the Russians were beginning a second Five- 
Year Plan estimated to cover the years 1933-37 inclusive. 
Its main characteristics will be described in due course, but 
first we must look back from the slight vantage point of 
1934 and see how performance had matched promise during 
the years 1928-33. It is necessary to analyse tlie Russian 
achievements from the point of view both of quality and of 
quantity, and further to subdivide analysis into industrial, 
agricultural and social categories. Quality is always difficult 
to appraise statistically, but experienced observers seem to 
agree that, measured by the liighcst western standards, the 
quaUty of the acliievement has been low. To say that 
this is probably true is not to be unfair to the Russian effort. 
The difficulties inlicreiit in the fact that to a large extent 
Russia was forced to rely upon her own resources have 
already been stressed, and since the circumstances were 
peculiarly Russian it is a waste of time to consider whether 
in similar circumstances English, Germans or French would 
have produced better qualitative results. What is more 
important is the fact that the need for better quality was 
continually being stressed by the Party leaders, and diat it 
would seem fallacious to argue on the basis of a few years' 
experience that Russians arc incapable of steadily improving 
the quality of their production. It must be remembered 
that Russia was attempting in a few years to leap across 
the gap wliich separated a mediaeval society based on 
primitive methods of agriculture, from a sociahzed society 
based on industry. Russia was attempting to compress 
into a decade processes which started in Great Britain at 
the beginning of the mneteenth century, and had not yet 
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reached the end of their development in 1935. It is clear 
from Stalin’s report (January 1934) to the Seventeenth 
Party Congress of the work of the Central Committee of 
the All-Union Communist Party, that he had not lost sight 
of the need of improving the quality of the Russian 
production. 

In the same speech he set forth at length the “ immediate 
tasks ” which confronted the nation in the various branches 
of its development. Under the heading Industry he laid 
down the following tasks : 

1. To maintain the present leading position of the machine- 

building industry in the system of industry as a whole. 

2. To overcome the lag in the iron and steel industries. 

3. To put the non-ferrous metal industry in order. 

4. To develop coal-mining in all known coal areas, organize 

mining in new districts (for instance, in the Bureisk 
district in the Far East), to turn the Kuzbas into another 
Donbas. 

5. To tackle earnestly the establishment of oil bases in the 

western and southern slopes of the Ural Mountains. 

6 . To develop the production of consumers' goods in the 

industries controlled by all business commissariats. 

7. To unfetter local Soviet industry, giving it an opportunity 

to take the initiative in the manufacture of consumers' 
goods, and assisting it by supplying raw materials and 
funds. 

8. To improve the quality of manufactured goods, to stop the 

output of incomplete sets of commodities, and to punish 
all comrades who infringe or evade Soviet laws dealing 
with quality and production of completed sets of goods, 
regardless of the position they hold. 

9. To bring about a systematic rise in labour productivity 

and lowering of production costs. 

10. To put a stop to the lack of personal responsibility on the 
job and to equalization in the wage rates. 


584 



Russia, 1926-34 

II, To eliminate the bureaucratic routine method of leadership 
in every link of the business commissariats, systematically 
verifying whether decisions and instructions of leading 
centres are carried out by subordinate bodies, 

. * Whatever may be the criticism which can be levelled 
against the quaHty of industrial progress in Russia it is clear 
that in the realm of quantity the Bolsheviks could claim 
astounding achievements. Table II below shows the in- 
crease in industrial production during the first Five-Year 
Plan. That of food is added for comparison. 

TABLE n 


Gross Production of thb PaiNaPAL Branches op Industry 
(In millions of roubles, in prices of 1926-27) 


Industries 

1928 

1932 

Coal ........ 

375*2 

659*9 

Oil 

582-7 

1413*0 

Metal, total 

2722*6 

9032*6 

Ferrous metals 

705*5 

1263*7 

General machine-building, ship-building and 
production of metal goods .... 

1405-8 

5252-9 

Agricultural machine-building .... 

176-9 

890-4 

Electrical equipment ..... 

293*3 

I 2 i 8*3 

All machine-building, includmg electrical equip- 
ment 

1822-0 

7361*6 

Chemicals, Group “ A ” (equipment and means of 
production) 

348-0 

1039*9 

Timber 

836-7 

2400-0 

Industries producing articles ot consumption 
(without food) 

5408-0 

8977-1 

Food 

1544*5 

3485*3 

Enormous power plants, factories, new mines, 

great 

cities were estabhshed on a scale wliich — making all allow- 


ances for technical shortcomings and handicaps — ^was 
undoubtedly one of the marvels of Our Own Times. Tliis 
development had the effect of definitely transforming 
Russia into an industrial country. Table III overleaf shows 
the change which took place in the value of the output 
of industry and agriculture. 
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TABLE in 


Rblative Ebrcbntagb Strength of Industry in the Gross 
Output of National Economy (in prices of 1926-27) 



1913 1 

1929 

1930 

1931 

1932 

1933 

I. Industry . 

42*1 

54‘5 

6f6 

66*7 

70*7 

70*4 

2. Agriculture . j 

5T9 

45-5 

3S-4 1 

33*3 

29*3 

29*6 

Total . I 

1 _ 1 

loo-o 

100*0 

1 

100*0 j 

lOO'O 

100*0 

100*0 


Another result of the industrial development was the 
virtual disappearance of private industry. In 1927 private 
industry was considered to be responsible for 17 per cent, 
of the value of industrial output; in 1933 that figure had 
been reduced to 0-07 per cent. We will now exainine the 
progress of agriculture. Here the story was rather different, 
and in the words of Stalin (January 1934), “ Somewhat 
otherwise has gone the development in the field of agricul- 
ture. The upward trend in the basic branches of agriculture 
has proceeded . , . many times slower than in industry, 
but nevertheless quicker than when individual farming was 
prevalent. But in the livestock branch we had even a 
contrary process — and only in 1933, and then in pig-breeding 
alone, did we observe signs of progress.” “ The contrary 
process ’* to which M. Stalin referred has already been 
discussed and illustrated in Table I on p. 581. 

Some fi.gures illustrative of the progress made in indus- 
trial production are printed at the end of this chapter, but 
the progress shown thereby was more than offset by the 
tremendous fall in Hvestock due to the resistance of the 
peasants to “ collectivization.” 

As Stalin pointed out, the fall in the hvestock figures 
showed the erron made in agricultural pohey and the 
necessity for “ a reorganization period.” As he said : “ The 
period under review was for agriculture not so much a 
period of rapid rise and a powerful sweep as a period for 
5»6 



Russia, 1926-34 

creating the prercejuisites for such a rise and such a sweep 
in the near future.” 

Part of the ‘‘ reorganization pohey ” mentioned above 
was the relaxation of the pressure on the peasants and a 
freeing of the markets, but this easing up of the practice of 
socialization was accompanied by an intensification of the 
educative work and the reinforcement of the technical 
labour side of agriculture. The Central Committee of the 
Party sent 23,000 Communists into the villages, and nearly 
2,000,000 “ tractorists, drivers, combine operators and 
chauffeurs were trained during the period under review and 
put into the system of the People's Commissariat of Agricul- 
ture, whilst over 1,600,000 chairmen and members of the 
collective farms’ boards, field cultivation experts, account- 
ants, etc., were trained during this period (1924-33).” 
“ This, of course,” said Stalin, “ is not much for our agricul- 
ture. Nevertheless, it is something.” Stalin then asked his 
audience whether it could be said that the situation was 
satisfactory as regards agriculture. He answered himself by 
claiming that our Soviet peasantry has finally left the 
confines of Capitalism and has gone forward to Socialism 
in alliance with the working-class ” ; but he evidently felt 
that this process was in need of further support, for in a 
remarkable passage urging the need of further effort on the 
agricultural front he observed : 

“To begin with, these People’s Commissariats are 
infected to a greater degree than other Commissariats with 
the disease of a bureaucratic, red-tape attitude to their 
work. Questions arc decided, but no thought is given 
to checking up fulfilment, to calling to order those who 
violate the directives and orders of the leading organs and 
to promoting those who honestly and conscientiously 
fulfil their tasks. 

“ It would have seemed that the existence of a huge 
number of tractors and machines would oblige the land 
organs to keep these valuable machines in good condition, 
to get timely repair done to them and to utiHze them 
more or less efficiently in the work. What is done with 
them in this matters Unfortunately, very little. The 
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storage of tractors and machines is unsatisfactory. The 
repairs are also unsatisfactory. . . . 

‘ One of the next tasks of agriculture is the introduction 
of proper crop rotation, extension of fallow summer 
plowing and an improvement in seed work in all branches 
of land cultivation. What is done in this realm ? Un- 
fortunately, very Utde, so far. . . . One of the real means 
of raising the harvest yield of technical crops is to supply 
them with fertilizers. What is being done in this realm ? 
Very little, so far. There is the fertilizing material, but 
the organs of the People’s Commissariat of Agriculture 
have not the capacity to get it. . . . As for the state 
farms, it must be said that they are still not up to the 
mark in their tasks. I am far from undervaluing the 
great revolutionizing role of our state farms. But if 
die huge investments of the state in the state farms 
be compared with the actual results they have achieved, 
up till now, a tremendous disparity will appear, to 
the disadvantage of the state farms. The principal cause 
of this disparity is the circumstance that our grain state 
farms are too unwieldy, the directors arc not coping 
with the huge state farms, the state farms themselves arc 
too specialized, they have no crop rotation and fallow 
fields, they have no livestock breeding elements in their 
make up. It is obviously necessary to divide up the state 
farms and liquidate their undue specialization. . . . 
Finally, the question of livestock breeding. I have 
already reported on the serious hvestock situation. One 
would have thought that our land organs would have 
displayed feverish activity in the hquidation of the five- 
stock CTisis, that they would raise the alarm, mobilize the 
workers and take our livestock problem by storm, as it 
were. Unfortunately, nothing of the sort has taken place, 
or is taking place. So far from raising the alarm in regard 
to the difficult livestock situation, they are, on tlie con- 
trary, trying to cover up the question, and sometimes are 
even trying to hide in their reports the true state of things 
in livestock from the public opinion of the country, which 
is absolutely intolerable for Bolsheviks.” 
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It is clear from the foregoing evidence drawn from 
Russian sources that the agricultural situation during the 
years 1929-3 3 gravely menaced the whole structure. Com- 
petent foreign observers, writing in 1933, declared that 
Russian agriculture was ruined, and that this was the fatal 
grice to be paid for the achievements on the industrial front. 

‘ Ruined ** is too strong a word. The Communist ship of 
stare sailed very closely to the wind in 1931-32, but the 
reforms introduced seem to have saved a collapse. The 
great mistake will, however, leave its mark on the Soviet 
experiment for many years to come. It may take a decade 
to replace the hvestock, and a decrease in the tempo on the 
industrial front has become inevitable, and is indeed reflected 
in the control figures of the second Five-Year Plan. 

Man does not live by bread alone, nor only by the 
products of heavy and light industry, and the Bolsheviks 
consistently declared that the ultimate aim and object of 
all this great economic effort was the improvement of the 
material and cultural condition of “ The Toilers ; and in 
this connection it is worth noting that the social insurance 
fund rose from 1810 milhon roubles in 1930 to 4610 
million in 1933. There was a considerable improve- 
ment in housing conditions, and the legal system of Soviet 
Russia, particularly in such matters as divorce,^ contained 
features which may in due course be incorporated in the 
codes of the Western nations. 

Universal compulsory pubhc education was estabhshed, 
and the percentage of literacy rose from 67 per cent, in 
1930 to 90 per cent, in 1933.^ The number of children 
in schools of all grades was 14J milhon in 1929 and 
26 J milhon in 1933. The circulation of newspapers 
rose during the same period from 12 J milhon to 36 J 
miUion. The extraordinary passion for the written word, 
which was a marked characteristic of the young Russian, 
was commented upon by many foreign observers. 

* Some of the more “ advanced ” features of the Soviet social code as to 
divorce, legalized abortion, etc., were modified by the “ Family Life Decrees ” 
of Tune 1936. 

* In 1897 the figures for illiteracy were : males, 62 per cent. ; females, 87-5 per 
cent. In 1926 ; males, 34-6 per cent. ; females, 63-3 per cent. 
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Finally, some remarks must be made about the transport 
problems. There was general agreement between friend and 
toe of the Soviet system that Ae transport arrangements in 
Russia were one of the weakest links in the SocMst chain, 
and that transport was perhaps the bottle-neck which con- 
stricted the exchange of goods between factory and farm/ 
When reporting that the number of motor vehicles in 
use at the end of 1933 was 117,800, Stalin observed: 
“ This is so little for our national economy that we feel 
ashamed to speak about it.” 

Taken as a whole, the Russian effort has indubitably 
increased the national income very substantially. The Soviet 
estimate is that the increase has been from 29,000,000,000 
roubles in 1929 to 50,000,000,000 roubles in 1933.^ On 
this point the following comment will be made. During 
this period (1929-33) the national income in every 
capitalist country was certainly falling ; on the other hand 
the Russians were filling up a vacuum whilst the capitalist 
countries were grappling with a pressure of real wealth in 
a social structure which could not cope with its contents. 

There we must leave the difficulties, the criticisms, the 
achievements of the first Five-Year Plan, and in summary 
write that “ failure ” and “ success ” are relative terms, that 
some such planning was the inevitable consequence of 
launching any scheme to increase the output of wealth in 
Russia by industrial methods, that by 193 5 the venture had 
succeeded to a degree which most foreign observers 
declared impossible in 1925, and that there is no reason to 
suppose that the venture will not go on, as indeed it did go 
on, in the second Five-Year Plan. But as it went on it 
altered its character. It became less violent. The famous 
“ party line ” deviated more and more from the extreme 
left and swung back towards that point midway between 
primitive Communism and primitive private Capitalism 
where, in perhaps twenty years’ time, the economic and 
social policies of Russia and the West will only vary in such 

^ The incredic in industrial production for 1933 over 1932 was 8*7 per cent., 
but the ton-ltilometers of die railways only increased i-a per cent. 

* The official esriimte for 1937 is Roubles 100,000,000,000. 
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details as befit the several national charactcristiLCS. The 
Russians in 1935 were slowly coming back firom idealism 
to realism; the capitalist peoples were making the same 
journey in the reverse direction. Harcourt’s famous re- 
mark, “We arc all Socialists nowadays,” was acquiring an 
international flavour, though some peoples tasted it through 
evolution and democracy, and others through revolution 
and dictatorship. The evidence of the Russian move 
to the right was voluminous. The main features of the 
second Five-Year Plan were a relaxation of the tempo and a 
concentration of capital investment in the hght industries ^ 
for the provision of consumption goods such as cotton piece 
goods, woollens, footwear, glassware, soap ; and in food- 
stuffs, meat, fish, animal fats and canned goods. ^ 

Special attention was given to transport in the second Five- 
Year Plan. Motor-car production was to increase 800 per 
cent, between 1933 ^i^d 1937. Table IV below shows the 
proposals for increase in electric power output during the 
second Five-Year Plan, which ends in 1937. For purposes 
of comparison figures of output since 1930 are included, 


together 

with an estimate for 

1937. 


TABLE IV 

Year 

Capacity tn 1000 kw. 

Output in million kw. hours 

1930 

2,894 

8,400 

1931 

3.968 

10,600 

1932 

4,567 

13,700 

1933 

5,600 

15,900 

m ? 

10,700 

38,000 


An interesting phenomenon which may one day be of 
great international political significance is the evidence 
afforded by the second Five-Year Plan that the centre of 
gravity of Russian industrial life is steadily moving East- 
ward. There are obvious strategic advantages in concen- 
trating industrial production hundreds of miles from the 

^ As compared with the First Plan, the increase of investment in the Second 
Plan was two and a half times as much for heavy industries, but four and a half as 
mudi in light industries. , , ^ , 

® “ Tlie second Five-Year Plan aims at raising the standard of living of the 
people’* (MantMy Review, Moscow Narodny Bank, February 1934). 
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Western frontiers, and, apart from the clear intention of 
Soviet Russia to be Asiatic as well as European, this trend 
is probably connected with an ultimate aim of extending 
the doctrines of the Third International into India, China 
and Japan. A premature attempt on China failed, for the 
Chinese were as difficult to hurry as the Russian peasant. 

But here we touch on Russian foreign politics, a subject 
which we shall discuss in Chapter XX 5 QU. 

One of the most interesting of all contemporary move- 
ments at the end of 1934 was the spectacle of Russia swinging 
to the right in the practice of her radical pliilosophy. On 
January ist, 1935, the bread cards were aboHshed,^ and in the 
speech announcing this decision M. Molotov, Chairman of 
the Council of People’s Commissars and a member of the 
Political Executive of the Communist Party, said : ^ 

“Why did we introduce food cards six years ago? 
Because we wished to enable the process of rapid in- 
dustriahzation to go forward at the rate prescribed by 
the Party, despite the state of agriculture at that time. 
... In order to prevent the failure of agriculture from 
causing a coUapsc of industry, we were obhged to ensure 
that bread would be available for the workers in the 
towns and in the agricultural areas which produce raw 
materials for light industry. The rationing system meant 
the allotment to workers of specified quantities of bread, 
flour, meal and a number of other food-stuffs at prices 
much lower than those obtaining for non-rationed sales or 
asked by the peasants at the open markets in the towns.” ^ 
All this, M. Molotov continued, had necessitated the 
building up of an enormous organization which, he 
would estimate, cost over 300,000,000 roubles a year. 
Although the system had had its value during the past 
years as a means of feeding the urban population and 

* The rationing system for all foodstuffs was abolished in September 1935 
(L*£urope NouvMe^ November and, 1035, p. io<Si). 

* Sec Iivestia^ November and 30th, 1034, and December 8th, 1934. 

® He said : “ The number of persons (including dependants) benefiting by 
the scheme liad been 26,000,000 in 1930 and 40,300,000 in 1934. With the addition 
of snidents, pensioners, members of craftsmen’s co-operative societies, etc., 
the total now exceeded 50,000,000 out of a population of roughly 170,000,000, 
This included soldiers, police, industrial workers, technicians, and civil servants. 
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enabling the work of industrialization to go forward, the 
Communist Party now agreed with M. Stalin tliat it had 
had its day and should disappear. He declared that 
whilst rationed bread was sold extremely cheap, and the 
prices on the open market were high, the whole pro- 
cedure of rationing gave rise to great difficulty, entailed 
too much bureaucracy, and left room for all sorts of 
abuse. He announced that it was in the interest both 
of the state and of the agricultural population to replace 
the rationing system by the unrestricted sale of bread at 
fixed prices by the state, and that as the state had a direct 
hold on the greater part of agriculture through the 
collective and state farms, it was thus easier than formerly 
to obtain grain from the producers.^ M. Molotov 
pointed out that the state, though reahzing the need 
for a more rapid increase in the number of its retail 
shops, particularly for the sale of bread, was capable of 
supervising and encouraging internal trade by fixing 
selling prices adapted to the interests of the community 
as a whole. He said this would increase the importance 
of wages in industry, and special attention would be 
paid to wage problems, since despite the formal in- 
structions of the Communist Party and the Government, 
a very superficial attitude existed towards money. He 
pointed out that as long as the cash wage was not 
the most important part of remuneration for labour 
— and it could not be so while the rationing system 
persisted — the importance of wages in production was 
underestimated. Henceforward, wages would become 
tlie essential factor ; an increase in wages would be the 
principal means of improving the output of workers and 
salaried employees; and this would entail a further 

^ M. Molotov remarked that although agricultural output had increased but 
little in recent years, the quantity set aside for supply to the towns had increased 
from 650 million poods in 1928 to 1500 million in 1934; that the wholesale and 
retail trade also was now almost entirely in the hands of the state or the co- 
operative movement; that in 1918 there had still been 218,000 private shops, 
and only 123,000 state and co-operative shops, and private trading had still been 
responsible for 22 per cent, of all internal trade ; and that the number of state 
and co-operative shops had reached 283, exx) whilst private trading had almost 
disappeared. 
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increase in the importance of wages in the industries 
concerned. 

“ The fact that the official bread price will vary from 
region to region,” concluded M. Molotov, “ means that 
salary increases will vary also. Such variation is essential, 
and only goes to show how impossible it is to keep 
all wage rates uniform. We must admit that the middle- 
class idea of wage standardization is not easy to root 
out; but rooted out it must be, for if standard wages 
are not abolished it will be impossible to operate a 
system of payment for labour such as will favour the 
best workers, those who honestly do their bit; and 
such a system is in the interest not only of the workers, 
but also of the whole proletarian state.” 

So it came about that at the beginning of 1935 whilst men 
in London and Washington were talking in terms of a 

J 3 lanned economy,” the Communists in Moscow were 
opting a slogan which sounded suspiciously like : “ Back 
to Adam Srnidi.” 

In 1935 the internal problems of Russia were immense 
and far-reacliing. Years of planned production were 
needed before the consuming capacity of her growing 
population^ could be even partiaLly satisfied. Tliis fact 
was forgotten by those who professed to fear that the world 
market would be swamped by surplus Russian producrion. 
In 1935 it seemed that what both the Capitalist world and 
Russia needed was the extension of credits to Russia in 
order to enable her to import more machinery. Moreover, 
when Russia becomes self-supporting in the basic needs 
of industrial hfe and the standard of hving of her mlUions 
rises, there will be an ever-increasing demand for the 
finer quality goods produced in Western Europe and the 
U.S.A. We may yet hvc to see the sartorially particular 
Commissar step out of his Rolls-Royce and flick a speck 
of dust off his suit of Enghsh cloth.® 

^ i<So*5 million in 1930 ; i68'0 million in 1933 ; and 170 million in 1937. 

* Since that sentence was written a broadcast from Moscow has informed 
clodtes-consdous workers that the state clothing stores are now in a position 
to supply large quantities of dinner jackets, and that the ** cultured worker ** must 
reali^ that such clothes should be worn at the opera. 
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Conclusion 

During Our Own Times Russia had experienced what 
it became fashionable after 1933 to call a “ New Deal.” 
The whole Western world had a New Deal, and in a 
sense this study is a record of how the nations behaved as 
they worked out their interpretation of those “ Deals.” If 
we are asked to define what we mean by these words 
“ New Deal ” we shall say that in general it is a phrase used 
to describe the latest attempt to solve that problem of Man 
and Himself we discussed in the Prelude (Chapter I) ; in 
particular the term is used to denote the various attempts 
made by communities at various stages of political and 
economic evolution to effect a transition from nine- 
teenth-century conditions and social ideals to the conditions 
and ideals considered befitting to the twentieth century. We 
have just completed a sketch of how Russia began her New 
Deal, how a small and resolute body of Communists seized 
hold of the war-battered shell of the Russian Empire and 
began to build within the ruins a federation of Socialist 
states in which no private individual might, to any sig- 
nificant degree, own the means of production. These Com- 
munists were fanatically determined to cast out first from 
Russia and then from the world that Western form of 
private capitalism which Peter the Great had brought back 
from his foreign travels. We have seen that at tlie end of 
Our Own Times the Communists had succeeded in their 
ambition to sociahze Russia to an extent which in 1921 
would have seemed almost fantastic. Tliis success had been 
achieved in face of foreign opposition and organized 
internal resistance, as well as the inertia of a vast, illiterate 
and capitalist-minded peasant population. Though the 
Communists had been obhged to abandon or at least 
postpone tlieir plans to reform the world, Western capitalism 
had also been obhged to abandon its plans to extirpate 
Bolshevism. 

At the end of Our Own Times the most interesting 
phase of the Russian Revolution was yet to come. Experts 
might argue until they were black in the face as to 
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the precise extent to wliich the Communist Party had 
succeeded in its attempt to plan and industrialize Russia, 
and so lay the technical foundations for a socialized 
state. That was not the important issue. Within the 
limits imposed upon the Communists by the character 
of the people of the U.S.S.R., the economic structure was 
being industriahzcd and socialized; and tlie standard of 
living was rising. Up to 1935 the Communists had been 
able to maintain intact their central principle, wliich was 
ownership by the community of the means of production. 
But as the results of production accumulate, two problems 
are hkcly to cause anxiety to the central executive. One 
will be technical, the other pohtical. The technical 
problem will be that of determinh^ the direction of 
capital investment. This inherent difficulty in a planned 
economy is further discussed in Chapter XXXVII. The 
political problem wiU be whether, as the standard of living 
rises, and the pohtical consciousness of the masses increases, 
Communist principles will stand the strain. 

Here is to be divined the problem of Man and Himself 
as it will present itself in Russia. That problem, hke 
the ceaseless murmur of the sea waves upon the coast, 
resounds as an eternal and underlying accompaniment to 
the story we tell in these pages. 

Lenin came to Russia to inaugurate a crusade against 
Western Capitahsm, and he found liimself obhgcd to 
mechanize and industriahze the Russian peasant. But 
has not the prophet Marx declared that all history is 
the fruit of materiahsm? How, then, if Russia is to be 
“ materiahzcd ” shall her history differ from that of those 
capitahst nations whose social evils are the fruit (according 
to the Marxian doctrine) of materialism ? Can a man serve 
God and Mammon ? Can the state serve Mammon and the 
individual be left to worsliip God ? 

Can Russians operate a socialistic state on a democratic 
basis? — for ultimately a general raising of the standards of 
hfe achieved by dictatorial methods inevitably generates 
forces which demand freedom of thought and discussion. 
When people are starving and ilHterate the belly dominates 
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the mind, but once the body has been provided for, the 
mind demands sustenance and freedom of expression. From 
the moment vrhen the British first began to busy themselves 
with the problem of the “ forgotten man ” ^ in India they 
made inevitable the Government of India Bill of 1935. So 
in Russia, the faster the increase in the number of industrial 
plants, hydro-electric stations, mechanized farms, broad- 
casting stations, railways, roads, schools, hospitals and 
newspapers, the sooner will the central directing authority 
have to take account of the growth of an informed pubhc 
opinion. Terrorism will be useless as a permanent method 
of control, a consideration which, so jfar as the evidence 
went, did not in 1935 seem to have been fully appreciated 
by the leaders of the Communist Party. 


TWENTY YEARS OF SOVIET ECONOMY 
NOTE ADDED IN 1938 

The Foreign Policy Association of New York published 
on June 1st, 1938, a fuUy documented Report on “Industry 
and Agriculture in the U.S.S.R.” In summing up their 
Report, the F.P.A. make some remarks wliich can hardly 
be bettered as an analysis oi the Balance-sheet of Soviet 
Economy : 

“Twenty years after the Bolshevik revolution, and ten 
years after the launcliing of the First Five-Year Plan, the 
Soviet Union is making an approach to some of the ob- 
jectives which Lenin had hoped to achieve by planned 
economy. The Soviet Government, at the expense of 
consumption, has laid a basis for development of modern 
industry and large7scalc collective agriculture financed 
largely out of national savings. An attempt has been 
made to solve the post-revolutionary conflict between 
town and country by coUeaivizing agriculture and im- 
proving the material well-being of the peasants — especially 
in the Ukraine, directly menaced by Nazi plans of expansion 

^ Roosevelt’s expression. 
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to the Bast. And while the Soviet Union is yet far from 
attaining the production levels of the United States or the 
average living standards of Western countries, its output 
of some industrial products like steel and pig iron compares 
favourably with tliat of Germany. 

This economic development has been achieved at heavy 
sacrifices in terms of individual life and hberty. Nor do 
the political and social conditions created by the Soviet 
system correspond at many points with Western concepts 
of Marxism. Far from withering away, the State under 
the dictatorsliip of Stalin and his associates has strengthened 
its power by steadily expanding the area of State control, 
ana systematically exterminating all persons suspected of 
disloyalty to Stalin’s theory of Socialism. Complete 
socialization of the means of production has been accom- 
panied by wide differentiations in individual incomes, 
creating the possibility of new class stratifications which 
may challenge the Soviet concept of classless society. 
Fuller satisfaction of consumers’ needs has been postponed, 
and the standard of living, while rising, has remained far 
below the level it might have attained if the Soviet Govern- 
ment had felt in a position to choose butter in preference 
to guns and machines. Yet the population, which remains 
ignorant of conditions outside Soviet borders, has already 
been given a foretaste of the material well-being it may 
enjoy in the future, provided the country’s economic system 
succeeds in meeting the demand for consumers’ goods. 

While government operation of industry, trade and 
agriculture in the Soviet Union has eliminated some of 
the costs inherent in the competitive capitahst system, it 
has revealed notable flaws which will have to be corrected 
if Soviet economy is to attain the standards of efficiency 
of advanced industrial countries. Economic plans have 
frequently been subordinated to abruptly changing political 
considerations, thus creating crises no less acute than those 
experienced under capitalism. State control has not yet 
insured a high degree of efficiency in labour organization ; 
has not materially improved the quality of goods or reduced 
the cost of production according to plan; and has not 
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raised the level of labour productivity to the extent an- 
ticipated by the government. It has been accompanied 
by a constant struggle against bureaucratic tendencies in 
the administration of Socialist economy, which the govern- 
ment has blamed on “ wrecking by enemies of the people.** 

Many of the diiEculties revealed by the Soviet economic 
system have been the natural result of a large-scale effort 
to transform a backward country into a great industrial 
power within the shortest possible time. Nor is it certain 
that these difficulties would have been avoided by a more 
liberal economic system operating under similar international 
circumstances. The “ newest new economic policy fore- 
cast by Kaganovich indicates that the Soviet authorities, 
after a drastic political purge, arc now frankly facing the 
need to reorganize industry and make another drive against 
bureaucracy. While the national stocktaking which accom- 
panied the purge undoubtedly slowed down industrial 
production, it may eventually strengthen Soviet economy 
for war emergencies by emphasizing the necessity to avoid 
over-ambitious plans. 

The process of trial and error tlirough wliich the Soviet 
Union has passed during the past twenty years has often 
been wasteful and fraught with hardships for the people. 
It has exacted sacrifices which perhaps only Russians with 
their remarkable physical endurance and tradition of sub- 
mission to authority could have borne without undue 
recrimination. Much of it could probably have been 
accomphshed more efficiently and less painfully given a 
longer period of time. But Soviet leaders, always working 
under pressure, feel they have no time to lose ; that Russia — 
no matter what the cost — must be set industrially on its 
feet before it is attacked by hostile States ; and that if Stalin 
Socialism can triumph to-day, it must under no circumstances 
be postponed until to-morrow.** 
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THE MIDDLE EAST 

“ They cease pot fighting East and West 
On the marches of my breast.” 

A. E. Hou&man, a Shropshire Lad, 

“ The problem now is not how to keep die '1 urkish Empire per- 
manently in being . . . but how to minimize the shock of its fall, and 
what to substitute for it.” — Viscount Biiyci:. 

I F a line be drawn so as to run from X 2 onstantinople east 
to Samarqand, thence south through Herat, Jask and 
Muscat to Aden, thence to Cairo and so back to Con- 
stantinople, it would enclose an area of approximately a 
quarter of a million square miles. Witliin this area are to 
be found to-day the sovereign states of Turkey, Iraq, 
Persia, part of the U.S.S.R., the slieikdoms of the Persian 
Gulf and the kingdom of Ibn Saud in Arabia, also the 
kingdom of Egypt and the three mandated territories of 
Palestine, Syria and Transjordania. 

This area is the Middle East, the land bridge between 
Europe and Asia, the birthplace of two great religions — 
Christianity and Islam ; the traditional site of the Garden 
of Eden ; the home of the oldest civilizations yet unearthed 
by the archaeologist ; the cradle of written history ; the centre 
of the world. 

In the year 6000 b.c. the Middle East and its inhabitants 
were prominent in human history, and nearly 8000 years 
later the affairs of the Middle East were still of great sig- 
nificance. Where Alexander die Great had once marched 
and sailed, in 1935 the aircraft of Imperial Airways roared 
above the deserts carrying passengers and mail between 
London and the Pacific terminals of the Empire routes. 

At an earher point in this study we have discussed the 
break-up of the Turkish Empire, which at the outbreak 
of the Great War exercised a shadowy sovereignty over 
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Egypt and Arabia and a more real control over Palestine 
ana Mesopotamia. Shorn of its outlying lands the Turkish 
Republic, under the invigorating nationalism of die Ghazi, 
Mustafa Kemal, took on a new lease of life, and at the close 
of Our Own Times New Turkey presented the appearance 
of a compact, vigorous and self-respecting national unit. 
What of the remaining areas in the Middle East? After 
the Great War some of them passed under the control of 
Western Powers through mandates granted by the Council 
of the League. 

I. The Four Mandates 

Before we discuss the developments of the Middle East 
mandates it is necessary to remind the reader that, as 
mentioned in Chapter VIII, ^ the post-War situation was 
complicated by arrangements ® which had been reached 
between France and Great Britain as to the disposal of 
the Turkish Empire, and the undertakings given by Great 
Britain to the Sherif of Mecca in 1915 in order to win his 
support against the Turks. The Arabs subsequently claimed 
that the British Government had envisaged the formation 
of an Arab Empire. 

These War agreements — ^like those contained in the Secret 
Treaty of London (1915) — ^were destined to complicate a 
settlement which had to be made eight years later when 
unforeseen circumstances, such as the revival of the Turkish 
Empire and the emergence of King Ibn Saud, had to be 
taken into account. They were, moreover, difficult to 
reconcile with the principles which were to govern the 
future of these peoples as set forth in Article XXII, Section 4 
of the Covenant. The gist of these principles was that 
communities which had been part of the Turkish Empire 
had reached a stage of development at which they could be 
provisionally recognized as independent nations subject to 
administrative advice and assistance by a mandatory power. 
The choice of the mandatory was to be in accordance with 
the wishes of the community in question. Between the 

^ See pp. 174-175. 

» The Sykes-Picot Agreement, May i6th, 1916. 
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end of the War with Turkey in 1918 and the Conference of 
San Remo in April 1920, there was a three-sided con- 
troversy between Great Britain, France and the Arabs as 
to the future destiny of the area vaguely known as Syria. 
This area comprised the rectangle of land where the con- 
tinents of Europe, Asia and Africa meet, bounded on the 
north by the Taurus Mountains, on the east by the Syrian 
Desert, on the south by the Sinai Desert and Peninsula, and 
on the west by the Mediterranean. Some Arabs claimed 
that the whole of this historic area, with the possible 
exception of Palestine, should be formed into an independent 
state of Syria with its capital at Damascus, federated with 
an Arab Empire under the suzerainty of the Sherif of 
Mecca. With this end in view the Emir Feisal had made 
a triumphal entry into Damascus in October 1918, and — 
with the acquiescence of the British — had proclaimed an 
independent Syria. During the Peace Conference and in 
the ensuing year, it became abundantly clear that a greater 
Syria of this kind was incompatible with the British policy 
of estabhshing a national home for the Jews in Palestine, 
and with the long-standing ambitions of France with regard 
to her special interests in Syria as defined under the Sykes- 
Picot arrangement. Meanwhile the Syrians, disappointed 
by what they considered Great Britain’s failure to imple- 
ment her w^ar-time promises, indicated to the King-Crane 
Commission sent out to investigate the problem that, 
failing independence, they would accept an American, or 
even a British, but in no case a French, mandate. Eventu- 
ally at the San Remo Conference in April 1920 a com- 
promise was reached by which the area in dispute was 
divided into three separate mandates, of wliich the two 
southern, Palestine and Transjordania, were entrusted to 
Great Britain, and the northern, Syria, was given to 
France. Great Britain was also given the mandate over 
Iraq.^ 

The first result of this decision was that the Emir Feisal, 
still in occupation of Damascus, refused to accept the 

' The Mesopotamia of " blessed ’* memory. Note for post-War readers : this 
is a pre-War joke. 
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French mandate and declared himself King of Syria and 
Palestine. In 1920 the French drove him out of Damascus 
and established the San Remo award by force of arms. 
We will now review die subsequent history of the four 
mandates in greater detail. 

(a) Palestine 

Ever since the great dispersion in the year 135 the hope 
had remained alive in Jewry that one day the prophecies 
would be fulfilled and that the members of that talented 
and persecuted race would be restored to the land of their 
fathers. 

In 1897 Herzl had founded the Zionist Organization in 
order to promote the settlement of Jews in Palestine, then 
a Turkish province ; but it was not until the Great War 
rent western civihzation in twain that the restoration of the 
Jews to Palestine became practical poHtics. 

In 1915 Sir Herbert Samuel presented a mcniorandum to 
the Cabinet on the subject of the estabhshment of a National 
Home for the Jews in Palestine, and the matter made 
further progress during 1916 when France and Great Britain 
were engaged in deciding how they would dispose of 
the Asiatic provinces of Turkey. It was laid down in 
the ** Sykes-Picot Agreement that France should have 
Syria, a part of the w^orld in which she claimed to have 
special interests, which were in fact of a sliadowy nature, 
whilst Great Britain was to have Baghdad and Southern 
Mesopotamia. As to Palestine, it was understood that the 
territory should come under some kind of international 
control. At this juncture the Zionist Organization, led by 
a genius in the person of Dr. Chaim Weizmann, came into 
tlose relationship with the British Government as well as 
with that of France, with the result that on November 
2nd, 1917, a letter from Mr. Balfour to Lord Rothschild 
was published wliich contained the following observations : 

“ His Majesty *s Government view with favour the 
establishment in Palestine of a national home for the 
Jewish people, and will use their best endeavours to 
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facilitate the achievement of this object, it being clearly 
understood that nothing shall be done which may pre^ 
judice the civil and religious rights of existing non~Jewish 
communities in Palestine or the rights and political status 
enjoyed by Jews in any other country.” 

A similar pledge was made in the House of Commons. 
The purposes of this original action on the part of His 
Majesty’s Government were various. In part it was due to 
that sense which is inherent in English statesmanship that 
the British are the agents of destiny. The Balfour Declara- 
1 tion seemed a great act of international justice, of idealistic 
I Liberalism towards the chosen people, made by a race which 
(in its heart of hearts also feels it is “ chosen ” to play a 
/peculiar part in world history. Fortunately, for the peace 
of mind of the realists, it was also possible to interpret the 
declaration as a shrewd stroke of pohey calculated to enhst 
the sympathies of the Jews all over the world (perhaps 
even Central European and German Jews) with the alhed 
cause. Moreover, it suggested that British control would 
remain paramount in the land to the north of Egypt and of 
the Suez Canal, that artery of the Empire upon whose waters 
the Turkish troops had impiously and wonderfully launched 
pontoons in 1915. The disadvantage of die British Govern- 
ment’s policy was that it antagonized both the Arabs 
dwelling in Palestine and those who had co-operated with 
Great Britain against the Turks on the understanding diat 
an Arab Empire would be one of the fruits of a war fought 
for the principles of self-determination. The Palestinian 
Arabs feared diat they would be dispossessed by the im- 
migrating Jews, and these fears were translated into anti- 
Jewish riots when the mandate was given to Great Britaia^ 
in April 1920. 

For the next nine years the British Government endeav- 
oured to introduce the beginnings of self-government 
into Palestine, but since this involved the co-operation of 
Jews and Arabs, and since the two races were still hostile 
to each other, the first attempt in 1922 to set up a form of 
Parhament had to be abandoned. Materially, the mandated 
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^mtory prospered exceedingly, a state of affairs due in 
part to the benefits of honest British administration and in 
part to the influx of Jewish skill and capital. The im- 
migration of Jews was from the outset controlled by the 
mandatory power, and the numbers admitted always 
seemed too few to tlie Jews, too many to the Arabs. In 
1933 the problem of Jewish immigration assumed more 
formidable proportions owing to the anti-Semitic poHcy 
of the Nazis in Germany. The Government had to steer 
a middle course between the Arabs, who were violendy 
opposed to an increase in the number of Jews in Palestine, 
and the Jews of the Dispersal who regarded Palestine as 
the obvious refuge for every Jewish emigrant in times 
of pcnecution. The course pursued was to permit the 
immigration of as many Jews as was consistent with the 
economic capacity of the country to absorb them. This 
pohey, stigmatized by the Jews outside Palestine as restric- 
tionist, resulted in the setdement of over 38,000 Jews in 
Palestine during 1934 as compared with about 5000 in 
ji930 and 4000 in 1931. Whatever the poHdcal merits or 
^demerits of this policy, its economic benefits to Palestine 
las a whole were indisputable. Palestine enjoyed die unique 
tdisdnedon of passing through the world crisis pracdcally 
unscathed.^ Jewish capital poured into the country. It 
was estimated in 1934 that since 1920 over ^50 million 
had been invested in Palestine. Even the Jews expelled 
firom Germany were allowed to take with them capital, 
or property, to the value of ^looo — on condition, in the 
case of capital withdrawals, that the money was used to 
finance imports from Germany. The result was a very 
great expansion of economic activity, particularly in 
commercial and industrial undertakings. In the ten years 
! between 1923 and 1933 the Jewish population increased 
3 from 85,000 to 230,000 until it constituted more than half 
jof the industrial population. Amongst the more out- 
standing achievements of the Jewish community was the 
growth of Tel Aviv, which from being a suburb of Jaffa with 
1000 inhabitants became a town of some 80,000. The 

> The Anbs tufieced to wme extent irom the fall in the price of ceieab. 
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development of the citrus industry resulted in a growth 
in the export of oranges from 2 million cases a year in 
1923 to million in 1933. During I 933 , i33 new factories 
were started, of which 65 were situated at Tel Aviv. 

This state of prosperity was reflected in the finances 
of the country. The ciwl administration not only paid 
its way, but also accumulated a surplus out of which it paid 
off the Palestine share of the Ottoman Debt and bought up 
the old French railway from Jaffa to Jerusalem. 

In view of the satisfactory economic progress of the 
mandated territory it was a shock to British public opinion 
to receive the news in August 1929 that violent anti-Jewish 
rioting had broken out in Palestine,^ and that considerable 
loss of life had taken place before the Government was 
able to regain control over the situation. 

A commission of inquiry sent to investigate ^ reported 
that the fundamental cause of the outbreak was the fear 
of the Arabs that the steady increase in the number of 
Jews and the rate at which the Jews, through their organiza- 
tions, were purchasing land, would eventually undermine 
the whole basis of Arab society in Palestine. The Com- 
mission made various recommendations, of which the chief 
was that the mandatory power should issue a clear statement 
as to its policy on such vital matters as Jewish immigration 
and land tenure. 

It should be remarked here that when in due course 
Great Britain presented the Permanent Mandates Com- 
mission at Geneva (Seventeenth Extraordinary Session, 
June 1930) with its account of these events, that League 
body issued a report wliich contained “ somewhat serious 
criticisms ” of the behaviour of the mandatory power. 
These criticisms — to wliich the British Government issued 
a vigorous reply — amounted to a charge that the British 
had not encouraged co-operation between Jews and Arabs 
and had been inactive in their obligations towards both 
Jews and Arabs. 

^ The immediate cause of the disturbance was a religious dispute between 
Moslems and Tews at the Wailing Wall. For recent disturbances in Palestine 
see Chapter XXXV, pp. 783-4. 

* Tlxe Shaw Commission. See Cmd. 3530. 1930. 
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After the outbreak of 1929 it was decided to make a 
new attempt to bring Arab and Jew together in some form 
of representative government, and the Colonial Office 
announced that a Legislative Council would in due course 
be constituted, but that in the first place there must be 
a thorough reorganization of the municipal governments. 
By the end of 1934 this reorganization had been carried 
out, but a scheme for the Legislative Council had not yet 
appeared. 

(b) Transjordania 

Amongst the parts of the dismembered Turkish Empire 
handed over under the Peace Treaties to be administered 
under mandate was the country lying along the east bank 
of the Jordan from the southern boundaries of Syria to the 
head of the Persian Gulf. The main reason for its establish- 
ment as a British mandate was to enable it to act as a buffer 
state between Palestine and the raiding tribes of the Arabian 
desert. The Government of Transjordania then set up was 
in many ways comparable to that of one of the Native 
states of India. The country was ruled by its own Emir, 
but with the advice of a British resident who controlled 
the budget. The defence of the country, including flic 

E atrolling of the Transjordan section of the Mosul pipe 
ne, was, like that of Palestine, entrusted to forces under 
the command of British officers. In all other respects the 
administration was in the hands of the Arabs, aided by 
a small number of British advisers. Under tliis regime 
Transjordania made considerable progress. The results 
of the world depression upon agriculture were to some 
extent offset by improvements in communications which 
enabled the agriculturalists to market their grapes and 
vegetables in Palestine. The main problem wliich faced 
Transjordania in 1935 was the extent to which it would be 
practical to use it as an overflow for the surplus population 
of Palestine. 

(c) Syria 

The story of the French mandate of Syria — the northern 
part of the whole area historically known as Syria — started 
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with the occupation of Damascus in 1920. One of the first 
steps taken was to subdivide the area into five provinces : 
Lebaiion — the coastal area, included all the claief ports ; Jebel 
Druse — the mountainous district on the south; the two 
small provincial districts of Latakia and Alexandretta on the 
extreme north of the coast; and the state of Syria, com- 
prising all the remainder with its capital at Damascus. 
Tills subdivision, additional to the San Remo division of 
historic Syria, was the cluef political grievance of the 
Syrian Nationalists, who maintained that the French sought 
to estabhsh their power by fostering particularism and 
indulging in favouritism, especially with regard to the 
Lebanese. The French proceeded to rule and develop 
the country with their customary thoroughness, a process 
involving a considerable increase of taxation. The ad- 
ministration was not — as in the British mandate of Palestine 
— direct, but was conducted by carefully selected native 
administrators with the help of French advisers. The five 
provinces were unified within a single customs area, and 
were given a common currency. One of the major 
economic grievances of the population was that the 
new currency, issued by the Bank of Syria, linked the 
Egyptian jC to the franc, wliich was then greatly depreciated. 
Sporadic outbreaks occurred from time to time, but the 
culminating point was reached with the rcbelhon of the 
wild tribes of the Druses in 1925. General Sarrail, then 
High Commissioner, had antagonized not only the Druses, 
but a large section of the mandated population by his 
high-handed methods, and the rebellion quickly spread. 
It was a savage contest on both sides, as the French employed 
only Armenian and Cilician mercenaries, but imported 
Senegalese troops. A revolt in Damascus against the 
garrison was followed by a French bombardment of the 
ancient city, an incident which shocked the civiHzed world. 
General Sarrail was recalled and replaced by M. de Jouvenel, 
the popular editor of Le Matin, who endeavoured to pacify 
the population, but with only partial success. In March 
1926 the Mandates Commission of the League investigated 
the whole question, and in the course of giving evidence 
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before them, M. de Jouvcncl stated that the ultimate aim 
of French poHcy was to negotiate with Syria a treaty of 
alhance and friendship to replace the mandate. This, the 
first declaration of the kind, was hailed with rehef in Syria, 
and the second period of the French mandate began. 
Progress, however, was slow. The Druse rebelHon dragged 
on intermittently until 1928. In April 1928 elections were 
held for a constituent assembly in the state of Syria. A large 
majority of Nationalists was returned and drafted a con- 
stitution, wliich proved unacceptable to the French, and 
the assembly was forthwith dissolved. After a lapse of 
fifteen months the French High Commissioner published 
and promulgated five constitutions, one for each of the 
provinces, including the state of Syria, The Syrian one 
was identical with that proposed in 1928, except for a clause 
stating that it would not come into force till a Fran co-Syrian 
treaty had been negotiated. After another eighteen months, 
elections were held to constitute a Syrian Government. 
There was a great deal of trouble over the elections, the 
Syrians alleging that undue influence was being used, but 
the Chamber as finally constituted contained a large majority 
of Moderates, pledged to co-operation with France. It 
proceeded to select a Cabinet and a President with whom, 
in November 193 3 , the French negotiated a Treaty of Alliance, 
supposedly on the Anglo-Iraqi model. Like the Anglo- 
Iraq Treaty it provided for the termination of the mandate 
in four years, at the end of which period Syria should be- 
come a member of the League. But in addition, the treaty 
contained features such as the retention of the capitulations, 
and a blank cheque as to the numbers and distribution of the 
French defensive force, which left the independence of 
Syria during the period of the treaty — twenty-five years — 
hedged about widi safeguards. This treaty was rejected with 
indignation by the Moderates as well as by the Nationalists 
in the Chamber, which was forthwith dissolved. The 
position in January 1935 was one of stalemate.^ 

^ In Septembei 1936 France and Syria concluded an agreement to come into 
operation in 1939, whereby Syria achieved independence on the same lines as 
Iraq, The treaty gave rise to difficulties with Turkey over the sratus of die 
Sailjak of Alexandretta, which were not solved until June 1938. 
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(d) Iraq 

Ever since the establishment of British rule in India the 
situation in the Mesopotamian basin has been of interest to 
this country, and for over a century the British Navy has 
dominated the Persian Gulf. In the years immediatelv 
preceding the War the German “ Drang nach Osten 
policy of acquiring political and economic influence over 
Turkey, and so establisliing control of the projected Berlin 
to Baghdad railway, had been regarded with much sus- 
picion in London. The discovery of the Persian oil-fields 
and their exploitation by a company in which the British 
Government was a substantial shareholder, added to the 
strategical importance of this area. Finally, it was evident 
at the end of the War that in the coming air-age Meso- 
potamia was going to be an important fink in Imperial 
communications. 

In 1920 Iraq was assigned as a mandated territory to 
Great Britain. The Iraqis — who, in common with Arabs 
in other parts of the Middle East, had been under the 
delusion that emancipation from Turkey would mean 
complete independence — promptly revolted, and the re- 
bellion against the mandatory control was only suppressed 
with some difficulty. Some concession was made to Arab 
feeling when the British arranged for the accession to the 
throne of Iraq in August 1921 of Fcisal, the most energetic 
of the sons of Hussein, Sherif of Mecca, one of the Arab 
rulers whom Great Britain had encouraged to overthrow 
the rule of the Turk*,^ We have already mentioned the 
imfortunate experiences of Feisal at the hands of the French 
in Syria, and as the British had found it impossible to 
support him against France, the gift of the throne of Iraq 
was somewhat of the nature of a well-deserved consolation 
prize. 

When King Feisal was seated on his throne a treaty was 

^ Unfortunately, in backing Hussein and his sons as potential rulers of the 
Arab world (under British influence), the British Foreign Office left out of its 
calculations Ibn Saud, who was to destroy the Hussein faction. However, die 
India Office subsidized Ibn Saud, so that British policy had a bet on both starters 
for the overlordship of Arabia. 
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concluded in 1922 between the King and Great Britain. In 
this treaty the eventual admission of Iraq to the League of 
Nations was contemplated. Relations between Great 
Britain and the Iraqis remained unsatisfactory until the 
mandatory power agreed that in any event it would support 
the admission of Iraq to the League in 1932. In anticipation 
of this event a Treaty of Alliance and mutual support was 
concluded between Iraq and Great Britain in January 1931* 
Not long afterwards the new sovereign state acliicvcd 
notoriety by grossly ill-treating the Christian Assyrian 
minority wliich dwelt within its borders, a community 
which had been very loyal to the British administration, 
especially as soldiers. With the removal of British con- 
trol, the Assyrian position became impossible and some 
of them endeavoured in July 1933 to migrate into the 
French mandated territory of Syria. Rejected in this 
quarter they fell foul of the Iraq Army and many Assyrians 
were massacred. At die beginning of 1935 attempts were 
being made under the auspices of the League of Nations to 
find means of setthng the Assyrian community in some 
other part of the world. 


2. The Egyptian Question 

Whereas the mandated territories we have considered 
above only came into the story of Our Own Times in the 
post-War period as a consequence of the dissolurion of the 
Turkish Empire, the story of Egypt, or rather the inter- 
national problem of “ modem Egypt,” goes back to the 
middle of the nineteenth century. By 1914, though Egypt 
was theoretically a part of the Turkish Empire, the suzerainty 
of the Sultan of Turkey had been purely nominal for over 
seventy years. 

It is outside the scope of this study to explain the course 
of events wliich brought France and Great Britain into 
conflict in Egypt, or the reasons for die bombardment by 
the British Fleet of Alexandria in 1882; the Fashoda 
incident of 1896 and other famous episodes of Middle East 
nineteenth-century history, which were the fricdonal heat 
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of the grinding together of the Imperialistic policies of 
Great Powers. It must suffice to say that in 1904, as a 
consequence of the Entente Cordiale between France and 
England (an understanding brought about by the German 
“menace”), France recognized that Egypt was in Great 
Britain's/' sphere of influence,” whilst Great Britain agreed 
not to interfere with French policies and ambitions in 
Morocco. Great Britain attached extreme importance to 
the safety of the Suez Canal as a vital part of her sea- 
communications to the East, and in 1914 exercised complete 
control in all essential departments of Egyptian Government. 
The outbreak of hostilities between Turkey and Great 
Britain led the British Government to declare a protectorate 
over Egypt. 

In the stress of war, during which the Turks endeav- 
oured to invade Egypt, the British administration in 
Egypt paid scant attention to local susceptibilities and 
became very unpopular even amongst the peasants, who, 
as is the way of subject peoples, showed a trachtional and 
understandable ingratitude for all the material benefits they 
had enjoyed as a consequence of many years of British 
control. At the end of the Great War there was a world- 
wide movement for “ self-determination,” and the Egyp- 
tuuis were no less desirous than any other peoples of 
becoming independent. A rebellion having failed in its 
immediate purpose, the British announced in 1923 that 
Egypt was independent — subject to four reservations, 
which were : 

(a) The security of the commimi cations of the British 
Empire and Egypt. 

(fc) The defence of Egypt against all foreign aggression 
or interference, direct or indirect. 

(c) The protection of foreign interests in Egypt and the 

protection of minorities. 

[d] The Sudan. 

Since that time the story of Anglo-Egyptian relations can 
be summarized as follows : 

The Nationalist, or Wafd, Party (cf the Sinn Fein Party 
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in Ireland) refused to accept the reservations. Twice, in 
1927-28 and 1929-30, efforts were made to bring about the 
signature of a treaty between Great Britain and Egypt, but 
without avail.^ The Egyptians wanted genuine independ- 
ence ; the British were prepared to give it to them — with 
reservations. 

Between 1922 and 1934 Egypt was in the difficult position 
of constantly demanding more freedom while proving 
herself incapable of utilizing the amount of freedom she 
already enjoyed. There were on the one hand constant 
complaints about limitations imposed on her sovereignty 
in administrative matters by the system of capitulations. 
Financial administration, never the strong point of Oriental 
peoples, was hampered by the necessity of consulting a 
dozen governments before a tax could be imposed, for 
example, on motor-cars or cinemas. On the other hand the 
democratic constitution adopted in 1923, as manifested in 
some of the Wafd administrations, led to widespread 
corruption and constantly unbalanced budgets. 

In 1930 King Fuad took the law into his own hands, 
suspended the 1923 Constitution, replaced it by one of his 
own and, with Sidky Pasha as his Prime Minister, reverted 
to the system of Palace government which existed before 
the British occupation. The important position of Chief 
of die Cabinet — quite distinct from that of Prime Minister — 
was, after the resignation of Tewfik Nessim Pasha in 1931, 
left vacant, its duties being performed unofficially by the 
unpopular favourite named Ibrashi Pasha. The Wafd 
Party and all the democratic Moderates went into opposition 
and refused to take any part in the Government unless the 
Constitution were restored. The King of Egypt further 
widened the breach between himself and the politicians 


^ As an instance of how small matters may have great consequences, the 
writer heard a very curious story which was told him by a participant in one 
of the Anglo-Egyprian Conferences. It was to tlie effect that Zaghlul 
Pasha, the Wafd leader, was armed widi authority to effect a settlement, but 
negotiations were hung up for a few days owing to the temporary indisposition of 
a member of the British Cabinet. Some of Zaghlul Pasha’s colleagues took 
advantage of this delay to undermine their leader's position, and when negotiations 
were resumed Zaghlul was obliged to admit he could no longer accept die 
proposed agreement. 
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when in January 1934 he insisted that all candidates for the 
ministry must take an oath of fidelity not only to the King, 
but to the King’s Constitution of 1930, In the spring of 
1934 the failing health of the strong and capable Sidky 
Pasha, and also of the King, caused a situation which gave 
rise to the greatest anxiety. Egypt was threatened with a 
period of cliaos, if not of civil strife, and on all sides, except 
amongst the more extreme members of the Wafd Party, 
hopes were expressed that Great Britain would take some 
step which would ease the deadlock. The Egyptians 
maintained, not without some justification, that as long as 
Great Britain kept troops in Egypt she must assume some 
measure of responsibihty, since the mere presence of the 
troops prevented the normal interplay of political forces. 
In October 1934, after King Fuad had been ill for months, 
there was a wave of feeling against the continuance of what 
was practically the dictatorsliip of the favourite Ibrashi 
Pasha. The Prime Minister, Yehia Pasha (who had sue* 
ceeded Sidky Pasha), consulted the acting British High 
Commissioner, who suggested that the official post of Chief 
of the Cabinet should be revived as a check upon the 
favourite’s power. This provoked a pohtical crisis, and in 
the following month the Yehia Cabinet resigned, leaving 
the way open for the termination of the Palace regime. 
King Fuad, after a period of stubborn opposition, realized 
that further obstinacy might cost him his throne, and 
accepted a Cabinet of moderate constitutionahsts under 
Tewfik Nessim Pasha. A few days later, in accordance 
with the conditions laid down by Nessim Pasha before 
accepting office, the Constitution of 1930 was abrogated. 

The end of the year 1934, therefore, found Egypt at 
the dawn of what might be a period of constitutional 
government, although in January 1935 there was ample 
evidence that the power of the Wafd (Nationahst Party) 
was undiminished, and that it was with this Political Party 
that Great Britain would have to conclude any agreement 
if the matter was to be settled in a manner acceptable to the 
bulk of Egyptian political opinion.^ 

^ For tile Anglo-Egyptian Treaty of 1936 see Chapter XXXV, p. 785. 
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3. Persia * 

Our Own Times have witnessed the transformation of 
the status of Persia from that of a mere pawn in the game 
of Western Imperialism to that of an independent state. 

Before the War, Persia was regarded as a buffer state 
between rival Western Powers in Asia. Russia desired to 
establish a financial and economic protectorate, and Great 
Britain wished to maintain her hold on the Persian Gulf 
and preserve a neutral zone between Russia and the 
frontiers of the Indian Empire. In the early years of the 
twentieth century Germany entered die field, an event 
which helped to bring about the Anglo-Russian Agree- 
ment of 1907 under which Persia was divided into zones 
of influence — the Russian zone in the north-west, the 
British in the south-east, and a neutral zone between them. 
This arrangement, while contributing to promote Anglo- 
Russian friendship, was regarded by the Persians as the first 
stage of an eventual partition. 

During the War, Persia endeavoured to preserve her 
ncutrahty, but was occupied by the forces of Russia in the 
north and by those of Great Britain in the soudi. The 
withdrawal of the Russian armies immediately after the 
Bolshevik Revolution in 1917 led Great Britain to establish 
a protective cordon right through the country to protect 
India from the influence of Turkey, Germany and Bolsheviks 
ahke. Persia sent a representative to the peace confer- 
ence at Paris and unsuccessfully demanded the abrogation 
of the 1907 Treaty, economic independence, reparations for 
the damage inflicted by the various armies of occupation, 
and frontier readjustments. In 1919 an Anglo-Pcrsian 
Agreement was mooted which was considered by the 
Persian Nationahsts to be htde short of a veiled protectorate, 
and met with violent opposition. Following a successful 
incursion of Bolshevik troops who were actively assisted by 
the Penian Cossacks, tliis wave of anti-British feehng 
resulted in a Treaty between Persia and Soviet Russia in 
1921. 1922 saw the rise of Persia’s “ Ghazi,” or leader, one 

^ The name “ Persia was changed to “ Iran ” in January 1935. 
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Riza Khan Pahlawi, who in the short space of three years 
not only transformed Persia into a modem state, but rose 
himself from trooper to Shah. Riza Khan Pahlawi, hke 
Mustafa Kemal Pasha, whom he greatly admired, was a 
believer in Western methods, but not in Western control. 
In 1923, when the reigning Shah was abroad on a visit to 
Paris and the Riviera of indefinite length and considerable 
expense, the Persian Parhament, or Mcjliss, which had had 
a sporadic existence since it first came into being in 1906, 
made Riza Klian Prime Minister, and there was even some 
idea of creating him President of a Persian Repubhe. This 
latter project was dropped owing to the reaction against 
Republicanism which followed the abolition of tlic Caliphate 
by the Turkish National Assembly at Angora in 1924; but 
the following year — 1925 — the Persian National Assembly 
deposed the reigning dynasty and proclaimed Riza Khan 
Palilawi as the first Shah of a new dynasty. Between his 
accession to power in 1922 — when he was Commander-in- 
Chief and Minister of War — ^and 1928, l^za Khan Pahlawi 
reorganized the army, estabhshed the authority of Teheran 
over outlying tribes, and finally announced in May 1928 
the abolition of the system of capitulations, under which 
foreigners enjoyed extra-territorial legal rights. The ac- 
quiescence oi the Western Powers was secured by com- 
mercial concessions. 

After 1928 the guiding principles of the policy of modern 
Persia were those of modernization and independence. 
The rights of foreigners were watched with jealousy 
lest they should prove incompatible with the interests of 
the new Persia. An outstanding example was the dispute 
with the Anglo-Persian Oil Company which came to a 
head when, in November 1932, the Persian Government 
withdrew the D’Arcy Concession of 1901, which had been 
taken over by the Anglo-Persian Company in 1909. The 
reason for this action was that the terms of a concession 
granted thirty years earlier, before the Oil Age had really 
begun, were not considered by the Persians as being com- 
patible with the sovereign rights and revenue possibihties 
of a revived and economically ambitious country. The 
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British Government, which held more than half of the 
ordinary shares of the Company, referred the dispute in 
January 1933 for arbitration to the League, of which Persia 
had become a member in 1919. Thanks to the good offices 
of Dr. Benes, appointed rapporteur in this dispute, the 
parties eventually arrived in May 1933 ^ amicable 

setdement. The period of concession was extended to 1993, 
the royalty to the Persian Government was fixed at a 
minimum standard rate of ^750,000 a year, and, in return 
for a lump sum payment, the Company was exempted 
from the vagaries of the Oriental tax-collector. An in- 
teresting rider to the arrangement was that the parties agreed 
to submit any future disputes to an Umpire who, faihng 
agreement between them, was to be chosen by the President 
of the Hague Court. 

Persia in this instance, if very naturally anxious for her 
own sovereignty in times when the advent of the aeroplane 
had placed her once again on the main trade routes of the 
world, displayed a very proper feehng with regard to the 
correct conduct of international relations. 


4. Conclusion 

In 1914 the greater part of the Middle East was inhabited 
by peoples subject to an alien rule, and with no prospect of 
progress towards self-government. In Egypt sat the British, 
efficient, solid and permanent in appearance. Syria and 
Palestine were corruptly but slackly ruled by the “ Old 
Turk ” (The Sick Man of Europe), and the control exercised 
by the Ottoman Empire became weaker and weaker as it 
extended southwards into Arabia, until hke a dwindhng 
river it disappeared into the sands of the desert of the Ruba 
al Khali. Mesopotamia was a Turkish province stagnat- 
ing on top of the buried remains of long-dead civihzations. 
Within the corrupt and decaying body of “ The Sick Man 
of Europe ** the ferment of Nationalism — the Young Turk 
Movement — was already at work, actively encouraged by 
the German Empire as part of its Middle East policy. This 
Turkish-German frien<lship was deemed both strategically 
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dangerous and politically unholy by Great Britain, who, as 
guardian of the Indian Empire and one of the principal 
Moslem Powers, could not view with equanimity the 
possibility of a German edition of the Koran. 

Persia, as we have seen, was nipped between the upper and 
nether millstones of Russian and British policy, and hved 
in constant dread that the home of the King of Kings 
would one day be divided between the Tsar and the 
Emperor of India. Incidentally, Afghanistan was in a 
hke predicament, but was more afraid of Russia than of 
Great Britain. 

The Great War burst hke a bomb amongst these poheies 
and peoples, and at the end of Our Own Times, as the dust 
of the explosion began to settle down, it could be observed 
that profound changes had taken place in the Middle East. 
Western civihzation, both in its poHtical and material forms, 
had laid hold of the Middle Eastern peoples. The notion 
of Nationahsm had replaced the pohtically binding force of 
Islam as represented by the Cahphate. The Arab peoples, 
if disappointed in their hopes of an Arab Empire extending 
from Damascus to Aden and Basra to Haifa, were now 
grouped into national states which enjoyed varying degrees 
of independence. Egypt was 75 per cent, autonomous, and 
Iraq was only bound by a treaty of mutual assistance with 
Great Britain. An Iraq delegate sat in the Assembly of the 
League, colleague of the Turkish and Persian delegates. In 
theory an Arab from Iraq might sit on a League Committee 
considering the report of the Permanent Mandates Com- 
mission when that body reviewed the progress or dilatoriness 
of the French in their task of introducing self-government 
into Syria. 

In Palestine the British were plodding along at a task 
which only a nation of self-confident optimists would have 
beheved possible ; the task was that of forming a nation in 
part Jew, in part Arab. The effrontery of striving to blend 
these peoples into a poHtical unit made it the more Hkely 
that it would succeed, for the British speciahze in producing 
non-existent rabbits from their Imperial hats. 

In Arabia, that strong man Ibn Saud ruled the fanatical 
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Wahabis with a firm hand and was the acknowledged King 
of the greater part of Arabia. 

The disappearance of Imperial Russia and its replace- 
ment by the Communists of Moscow had greatly 
changed the situation in Persia and Afghanistan. The 
Russian Government was — at all events in theory and to 
some extent in practice — the friend of the small nations 
endeavouring to escape the control of the British Empire. 
Persia, hberated from foreign influences, had adopted a 
somewhat hostile attitude towards Great Britain and twisted 
the tail of the British lion to some effect in the matter of the 
Anglo-Persian oil dispute, and a refusal to renew facilities 
for the Imperial Airways route to India. Afghanistan, 
also released from the peril of Russia, had gone so far 
as to invade India in 1919. The Afghans were defeated, 
but in the Treaty then negotiated their independence 
was fully recognized.^ So much for pohtics. In a 
material sense western civilization had spread across the 
Middle East by die end of Our Own Times. The air-lines 
from Europe to Asia crossed the area and Egypt had become 
a Clapham Junction of the air as the meeting-place of the 
Far East and African Airw^ays. The motor-car was defeating 
the camel, and a great pipe line stretched across Syria to 
carry the oil from the wells of Kirkuk in Northern Iraq to 
the tankers lying in the port of Haifa. Even in Felix Arabia 
a motor-car service linked up the Holy City of Mecca with 
King Ibn Saud’s capital at Riyadh, and a tourist could take 
a railway joumey from Cairo to Calais. 

Looking to the future it seemed possible that amongst 
the events and problems of the Times to Come would be 
that of the relationsliips between the Arab peoples as they 
progressed towards independence. Would they federate 
into an Arab bloc and, if so, peaceably, or as a result of war ? 
What would be the reactions of the British Empire to such 
an event? What of Russia? Would the Communists be 
able to resist their liistoric urge to extend Russian influence 
towards the warm waters of the Mediterranean and the 
Indian Ocean ? 

^ A.fghjimstai\ became a member of the Lea9;ue m Septembci 19^- 
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In 1935 such questions were exercises in prophecy con- 
cerning an area in the world which had been the home 
of all the great prophets. We think it possible that at 
some distant date humanity will find itself confronted 
with the task of synthesizing Eastern and Western civiliza- 
tion, and that tliis impressive moment may maugurate the 
final stage in the sofuuon of the problem of Man and 
Himself. Will tliis be the day of tribulation at Arma- 
geddon, which is in the Middle East ? The place of doom, 
where “ the seventh angel poured out his vial into the 
air ” ; where the “ great voice of the temple of heaven ” 
said “ it is done ” ; where there were “ thunders and 
lightnings ” and “ a great earthquake such as was not since 
men were upon earth ; where “ there fell upon men a 
great hail out of heaven,” and “men blasphemed God 
because of the plague of the hail; for the plague thereof 
was exceeding great.” 


NOIL ADDED IN 1938 

Mentum must be made of two significant evf'nts in the relations between the 
countries of tlii. Middle List between 1934 and 1938. 

Tile first was the conclusion in july 1037 of tlu “Middle Lastern Pact” 
between 'luikev, Iran, Iraq and Afghanistan, wliertbv tin sc countries pledged 
themselves to non-aggn ssion and mutual consultation 

The second was die pict of “ biothcrhood ” between Saudi Arabia and Iraq 
of April 1936, to which Igypt adhered in Ma> 1936, and the \emen in April 
1937. These two pacts were linked together b> the common membership of 
haq in botfi. 



CHAPTER XXX 


THE U.S.A. IN CRISIS 

“ If I were to be called upon to draw a picture of die times and of 
men ... I should in one word say that idleness, dissipation and 
extravagance seem to have laid fast hold of most of them : that specula- 
tion, peculation and an insatiable thirst for riches seem to have got the 
better of every other consideration, and almost of every order of men : 
tliat party disputes and personal quarreJs are tlie great business of the 
day : while the momentous concerns of an empire, a great and 
accumulating debt, ruined finances, depreciated money ... are post- 
poned from day to day, from week to week, as if our affairs wore the 
most promising aspect.” — George Washington, 1778, 

“ Unless the States will content tliemselves with a full and well-chosen 
representation in Congress and vest that body ^ itli absolute powers on 
all matters relative to the great purposes of war and of general ccuicern 
... we are attempting an impossibility, and very soon shall become 
... a hydra-headed monster . . . that never w'ill or can steer to the 
same point. The contest among the different states now is not uhicli 
shall do most for the common cause — but which shall do least . . . 
one state waiting to see what another will or will not do.” 

Glorge Washington 

(quoted by Evans in JP'ritin^s of /American Statesmen). 


I. Modern America 

A GUNNER’S mate — so runs an ancient tradition in 
naval ward-rooms — was once demonstrating to a class 
of midshipmen the workings of a fuze, the sensitive or 
dangerous end of which was in the base and not in the nose. 
These fuzes sat in a box and when this was opened the noses 
were displayed. In order to extract them with safet^^it was 
necessary to turn the box upside down and then open it. 
Said the gunner’s mate : “ Gentlemen, I draws your attention 
to the red lettering on this box ! ” The class leant forward 
and read the words “ top marked bottom — to avoid 

MISTAKE.” 

America is an example on the grand scale of an institution 
which in European minds has been marked “ Tliis is a 
nation — ^in order to avoid mistake,” with the result that the 
mistake lias been made of supposing that the U.S.A. is a 
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nation (European plan). It is not. The American mystery 
is doubly mysterious to English-speaking peoples — ^including 
the Americans themselves — because the language of the 
inhabitants is a form of Enghsh and many people are under 
the delusion that community of language implies com- 
munity of thought. European visitors to America often 
penetrate no further than the pastern seaboard, where they 
are hypnotized by the famous sky-hne of New York’s 
sky-scrapers and perhaps subconsciously think of the top of 
that precipice as the western frontier of America. It is more 
correct to think of it as the top of the Great Divide between | 
America and Europe.^ 

If wc had to classify America, then wc should place it some- 
where on the political scale between the tightly and highly 
organized nation of Great Britain and that vague and misty | 
affair known as the British Empire which the Statute of 
Westminster gallantly attempted to formalize. Students of 
Far Eastern affairs who study modern American poUtical 
developments will be struck by the very remarkable parallels 
to be drawn between the state of affairs in America and those 
which existed in Imperial China. ^ 

At the end of Our Own Times the Americans were just 
emerging from the pioneering stage of national evolution. 
For a hundred years the Americans had been much more 
concerned with the question “ What kind of a nation are 
we to be ? ” than with the question “ Now that we are a 
nation, what should be our external and internal lines of 
development ? ” The domestic issue had been that of deter- 
mining what kind of a national framework was to contain 
the American people, and in i860 this question was in part 
detcVlnined by bullets instead of by ballot-boxes ; a method 
typical of the pioneering era. 

^ It was in order to guard against tliis trap tliat the writer tliought it advisable 
when making his first reconnaissance of tlie American scene to cross Canada and 
enter America through tlie Golden Gate of San Francisco. 

2 Some readers may be unaware of the advanced stage which the Chinese 
had reached in the art of government until the advent of western civilization 
caused these Orientals to conclude that they had better abandon tlieir old prin- 
ciples in favour of those from the West. It is part of the perpetual see-saw of 
history that tlie East began to sit at tlie feet of the West at a time when the W'est 
was witliin measurable distance of a suspicion that some of its toes were made 
of clay. 
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Furthermore, the American colonies were originally 
founded as a refuge from government control, and through- 
out the nineteenth century the United States were being 
peopled by men and women fleeing from the oppression 
of government in Ireland, Central Europe, Poland and 
Russia. Individual liberty was the magnet which drew the 
milhons across the ocean, and though this hberty came to 
be expressed in matcriahstic terms and the practice of 
“ rugged individualism,” it was always surrounded by a 
vague and misty idealism which showed itself in an inter- 
^mittent urge to work towards the reahzation of what has 
been termed “ the American dream ”... a land of plenty, 
prosperity and happiness, isolated from the wickedness of 
I Europe and sheltered by the Monroe Doctrine which in 
I effect said to Europe, “ Hands off the New World whilst 
we build our New Heaven.” 

One must keep these reflections in mind as affording some 
explanation of the fact that American gentlemen did not 
habitually “go in for pohtics ” ; the U.S.A. was a land 
where “ gentlemen preferred private business to pubhc 
service,” and in which the Federal Government existed not 
to direct the poheies of the 48 sovereign states, bur merely to 
be their general post-office. It is to the embryonic state of 
America’s nationhood that one must go for an explanation 
of the fact that there has not been a fundamental difference 
of principle between the two great pohtical parties.^ The 
difference between Democrats and Republicans has largely 
been a difference between two sets of men each eager for the 
fruits of ofSce, that is to say for the rackets and the graft, 
which in communities not yet centralized, arc the most 
convenient way of paying for essential public services. 
Nor would one expect to find a Sociahst Party of any 
significance in the U.S.A., for such a Party can only exist 

^ An authority who was good enough to read this cliapter in MSS. considers 
that we have over-estimated the lack of difference in political principle betw'een 
the Democratic and Republican parties and tliat a cliief issue between the parties, 
which first took shape in the rival constitutions of 1781 and 1787, has been the 
question of “ State " versus “ Federal ” government, the Democrats emphasizing 
me need of a stronger Federal government and the Hepubiicans tending to resist 
such encroachment on die power of the States. 

* Cf. “ Squeeze ” in Cihina. 
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under democracy where a substantial proportion of the 
electorate believe in the desirabihty of extending govern- 
ment control. In fact, the American Socialist Party has 
hitherto been small in numbers and ineffective in action, 
nor has organized Labour been politically conscious. It 
would be impossible in this study to attempt to make a 
picture of the immense varieties which displayed themselves 
within the frontiers of the U.S.A. towards the close of Our 
Own Times. We cannot teU here of the variations in race ; 
of the negroes who make up 14 per cent, of the population ; 
of the 48 sovereign states, each with its own legislative 
assembly, each with its own economic and pohtical charac- 
teristics, each with its own constitution derived not from 
Congress, but from the people. Nor can we enlarge on the 
peculiarities of a Federal constitution wliich is so designed as 
to give to each of the three parts of the Federal Government 
the power to prevent the whole from operating with 
decision and swiftness. It must suffice to say that although 
ever since the days of the great Chief Justice of the Supreme 
Court, John Marshall, the American Constitution had been 
continuously stretched so as to extend the power and 
activities of the Federal Government, there was in 1929 no 
Central Government in the United States comparable in 
power and efficiency with those in the fully-developed 
European nations and in Japan. The emergency of the 
Great War had for a brief period of twelve months made 
necessary the existence of a strong central executive, but 
this was achieved by a tremendous improvisation, and 
when the War was over President Harding was the apostle 
of “ back to normalcy.*' 

If the opening pages of tliis chapter have done something 
to cause the reader who has hitherto taken it for granted 
that the U.S.A. is “ a nation like the rest of us ’* to doubt 
whether that is the case, their purpose will have been in 
part achieved, and we can now proceed to examine what 
happened to these Americans as uiey were sucked into the 
whirlpool of the crisis. 
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2. The Impact of the Crisis 

The collapse of the New York stock market in the 
autumn of 1929 has been described in Chapter XIX. This 
collapse started a trade slump and saddled the banking 
system with a mass of frozen and unrealizable assets. The 
Federal Reserve Banking system adopted a policy of 
trying to restore confidence by making money cheap and 
by broadening the basis of credit. This action has been 
criticized as an attempt to paper over a cracking foundation. 
Trade continued to decline as the world crisis deepened 
and the price level fell, and in the summer of 1931 the 
American public began to mistrust its banks, of which 
hundreds of the smaller fry had failed. An outbreak of 
hoarding took place and was reflected by a rise of over 
1000 million dollars in the note issue. The departure of 
Great Britain from the gold standard added to the strain 
and confusion ; many continental countries abandoned the 
gold exchange standard and turned their dollar holdings 
into gold. Foreign confidence in the U.S.A.’s position 
started to waver and America began to lose gold.^ At the 
end of 1931 President Hoover’s administration, whose 
repeated assertions that prosperity was just round the corner 
were now wearing thin, decided that government action 
was necessary. A timid attempt, described as a pohey of 
“ reconstruction and reflation,” was made at the end of 
1931 to patch up the banking system by the creation of the 
Nationaf Credit Corporation, The situation continued to 
deteriorate, and early in 1932 the Reconstruction Finance 
Corporation was formed in order to provide funds for 
financial instiuitions and to aid in financing agriculture. 

Soon afterwards the Glass-Stcagal Act (February 26th, 
1932) was passed. It authorized the Federal Reserve Banks to 
issue notes against U.S.A. Government securities in addition 
to the ordinary practice of issuing them against gold and/or 
commercial paper. The effect of this was to increase the 

In a speech at Des Moines in 1932 President Hoover declared that at one 
dme the U.S.A. had been Tsvntliin a fortnight of being forced off gold. This 
statement was ridiculed at the time. 
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“ free gold ” from $416 million in February to $1398 
million in March by releasing gold which had previously 
been needed to back Federal Reserve Notes. 

The Federal Treasury deficit for the financial year, which 
ended on June 30th, 1932, was $2,885,000,000 ^ ; an 
increase of about $2,000,000,000 over the deficit for 1931. 
It was estimated at this time that the national income of the 
U.S.A. had shrunk in two years “ by considerably more 
than 20 bilhon dollars.” ^ 

In the middle of the year 1932 there was a marked 
improvement in the U.S.A. position. The R.F.C. was 
apparently rescuing banks and big businesses in difficulties, 
whilst prices showed a shght rise.^ 

These signs of recovery did not occur soon enough or in 
sufficient magnitude to save President (Prosperity) Hoover 
and the Repubheans from a smashing defeat at the hands 
of the Democrat candidate, Mr. Franklin D. Roosevelt, on 
the occasion of the Presidential elections which took place 
in November 1932. Mr. Roosevelt secured over 20 milUon 
votes to Mr, Hoover’s 14I miUion, and 472 votes in the 
Electoral College out of the total of 531 votes. Moreover, 
Mr. Roosevelt was assured of a Democratic majority in the 
House of Representatives and the Senate.^ 

The immediate international effect of the elections was 
unfortunate, since the provisions of the American Constitu- 
tion were then such that the new President with his new 
policies (if any) on War debts, disarmament and internal 
recovery, could not enter into office until March 1933. A 
period of four months’ uncertainty therefore supervened in 
world affairs, an interlude which effectually stifled various 
rather wild hopes that it would be possible to launch the 
World Economic Conference before the close of 1932. 

As the year closed the American scene began to darken 

^ Fifty-eight per cent, of the year’s expenditure had been financed by borrowing. 

* The Economist, July 23rd, 1932. 

* By 1934 it had become apparent that the economic crisis, or at any rate its 
first phase, did in fact begin to “ bump along the bottom " in every part of the 
world during die course of 1932, a measure of recovery due in part to the psycho- 
logical effect of the virtual cancellation of reparations at Lausanne. 

^ House of Representatives: 314 Democrats, 121 Republicans and Inde- 
pendents. Senate ; 60 Democrats, 36 Republicans and Independents. 
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again. Banking failures — ^although on a smaller scale than 
in 1931 — ^were resumed. Business began to fall back and 
the steel industry was once more working at only 15 per 
cent, capacity — it had been down to 9 per cent. The 
budget deficit for the financial year ending in 1933 was 
estimated by President Hoover in his December message 
to Congress to be $1644 milhon. The President called for 
new taxes and a reduction in expenditure in order to remedy 
a situation which “ cannot continue without disaster to the 
Federal finances.” It may be noted here that prices had 
once more begun to decline and 1932 closed in the U.S.A. 
with prices at their lowest. The gloom of America was 
partly hghtened by the thought that the Democratic Con- 
gress would certainly repeal Prohibition and that the taxation 
of liquors would materially add to the revenue. In the 
event these expectations of revenue were not reahzed. 

3 , The Roosevelt Regime 

Wc have pointed out that a four months’ interval had 
to elapse between the elections and the inauguration of the 
new President, and this meant that the Central Government 
was in a specially weak position during the early months 
of T933 at a time when the public in the U.S.A. were 
rapidly losing faith in their banking system. On the one 
hand the defeated and discredited Hoover could take no 
action, since he had only a few more weeks in office, whilst 
on the other hand the President-elect was not yet in office. 
In these circumstances it is reported that Hoover, who was 
seriously perturbed by the outlook, approached Roosevelt 
with a view to concerted action. It was alleged by the 
friends of Hoover, who quoted chapter and verse in support 
of their statements, that Roosevelt refused to co-operate, 
and in 1934 the Republicans declared that Roosevelt’s 
refusal was due to liis desire to play politics and exploit the 
gravity of the economic situation. It has also been admitted 
CO the writer by persons of authority that although desir- 
ous of “ playing politics,” Roosevelt never imagined that 
the situation would become as serious as it did. 
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However, a crop of serious banking failures in Detroit 
which occurred on February 14th, 1933, made necessary 
an eight days* Bank Holiday throughout Michigan, started 
a pa.nic throughout the land. By March 2nd, eleven states 
had declared “ Bank Hobdays,** and it was clear that the 
great banks in New York could not stand the strain much 
longer. On the 3rd the banks were closed in many additional 
states, and on March 4th the suspension of banking facilities 
had become general throughout the Union. It was in these 
extraordinary circumstances that President-elect Roosevelt 
and President Hoover drove to the Capitol for the in- 
auguration ceremony. Before we record some of the 
statements which Roosevelt expressed in his inaugural 
speech, which was broadcast all over the world, let us 
endeavour to set the scene. 

Some account has already been given in Chapter XIX 
of the American Paradise Lost, of those brave days 
when each west-bound liner contained its quota of in- 
quirers who were voyaging from Europe to discover the 
secret of America’s prosperity. By March 1933 the people 
of the U.S.A. were psychologically and economically 
prostrate. It has been well said of the United States that : 
“ A country fundamentally pragmatic in its outlook, holding 
the view that that is true which works, when nothing works, 
necessarily finds itself at a loss where to turn *’ ^ ; and in 1933 
the economic system was working very slowly and badly 
in the U.S.A. 

The steepness of the gradient down which the American 
people descended on their way to their Economic Hell in 
the short space of the two and a half years wliich separated 
the New York Stock-market crash in the autumn of 1929 
from the inauguration of President Roosevelt in 1933, can 
be illustrated by the fact that during this period the em- 
ployment figures fell by 50 per cent., the number of un- 
employed in 1933 being variously estimated at between 
eleven and fifteen million. By 1933 exports and imports 
had shrunk to a quarter of their 1929 volume, and every 
statistical indication of both foreign and domestic trade 

^ H. B. Butler in The International Labour Review^ 1935- 
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advertised the catastrophic nature of this economic and 
social disaster.^ 

In the mirror of stock exchange prices the same appalling 
picture presented itself for in the autumn of jgzg the index 
of common shares stood at 225; in March 1933 it was 
grovelling at 43. The whole community was staggering 
under a load of debt — the mortgages on the homes of 
American citizens in March 1933 amounted to 21,000 million 
dollars. Through tliis scene of desolation, in the homes of 
countless thousands of ruined wheat and cotton farmers, of 
small men whose savings had vanished in the utter collapse 
of the banks, in the ears of the eleven to fifteen milhon 
workless there echoed a voice from the loud speaker . . . 
the voice of their new President calhng upon the American 
people to have faidi in their destiny, to make sacrifices of 
old practices, to abandon orthodoxy, to scrap their cherished 
belief in rugged individualism, to abandon competition and 
embrace co-operation, to clear the gambhng table on which 
the men of Wall Street handled the cliips and to sanction 
a New Deal. The voice of Roosevelt from the loud speaker 
said : 

“ Nature still affords her bounty, but the generous use 
of it languishes in the very sight of supply. This is 
primarily because the rulers of the exchange of man- 
kind’s goods have failed through their own stubbornness 
and their own incompetence, have admitted their failure 
and have abdicated. 

^ For example : 

(a) The index oi pay-rolls was loo in 1929 and 33-4 in 1933. 

(S) The wholesale price level fell 30 per cent, between 1929-33. 

(c) The index of farm prices was 105 in 1929 and 41 in February 1933. 

(</) The index of steel and iron output was no in 1929 and 18 in 1933. 

(e) The index of automobile production was 133 in 19 29 and 27 in March 1933. 

(f) In 1929 tlte monthly value of building contracts averaged $450 million ; 

in die spring of 1933 the corresponding figure was $35 million. 

(g:) In 1929 the net profits of 1520 corporations amounted to $4000 million ; 
in 1932 a similar group of 14*0 corporations were “ in tlie red to die 
extent of a net loss of $100 million. 

(A) In 1929 the 165 principal railroads made a net profit of $897 million ; in 
1932 diey showed a net deficit of $133 million. 

(i) In 1929 the number of persons shown by the tax returns as having annual 
incomes of over $1 million was 513 ; in 1932 this figure was 20. 
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“ The money-changers having fled from their high 
seats in the Temple of our civilization, we may now 
restore that Temple to the ancient truths. The measure 
of the restoration lies in the extent to which we apply 
social values more noble than mere monetary profit. 

. . . Restoration calls not for changes in ethics alone: 
the nation is asking for action — and action now. 

“ Our greatest primary task is to put the people to 
work. ... It can be accomplished in part by direct 
activity by the Government itself, treating the task as we 
would an emergency of war : but at the same time we 
can accomplish greatly needed projects to stimulate and 
organize the use of our national resources. 

“We must amply recognize the overbalance of popula- 
tion in industrial centres and endeavour on a national 
scale by redistribution to encourage the settlement on the 
land of those best fitted for the land. The work can be 
helped by definite efforts to raise the values of agricul- 
tural products ... by preventing ... the tragedy of 
growing loss through foreclosure on small homes and 
farms, by the unifying of relief activities ... by national 
planning for, and supervision of, all forms of transportation, 
communications and other public utilities. . . . Finally, 
there must be strict supervision of all banking and credit 
investments. There must be an end to speculation with 
other people’s money. There must be provision for an 
adequate but sound currency. There, my friends, are 
the lines of attack. ... I shall spare no effort to restore 
world trade by international economic adjustment. But 
the emergency at home cannot wait on that accomphsh- 
ment. 

“. . . I shall ask Congress for die one remaining 
instrument to meet such a crisis — namely, a broad execu- 
tive power to wage war against the emergency as great 
as the power that would be given to me if we were in 
fact invaded by a foreign foe.” 

Americans raised their eyes from the ground and stirred 
their souls out of the deep pessimism in which they were 
engulfed, and looked upwards ; then with that volatile and 
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mercurial childishness whdch is at once their most irritating 
and charming characteristic, they roared “ Excelsior and 
placed the banner in the hands of Roosevelt. 

Three thousand miles east, across the Atlantic, highly 
trained men in the Treasury and Board of Trade raised their 
eyebrows and wearily started a new file marked “ U.S.A. 
— economic developments.” They had an uneasy feeling 
that this man Roosevelt was going to cause a disturbance 
. . . they were right, 

4. The New Deal 

The President wasted no time in applying to Congress 
for the necessary legislative powers permitting him on the 
one hand to take steps to bring about recovery, and on the 
other to reconstruct. In essence he asked for and obtained 
enormous powers to intervene in private business, and the 
twin prongs of the fork with which he made hay with the 
“ rugged individuahsni ” of America were the National 
Industrial Recovery Act and the Agricultural Adjustment 
Act. 

When the N.LR.A.,^ symbolized by the Blue Eagle, 
appeared, it was observed to be in two parts. Part I was 
concerned with the establishment of “ codes of fair com- 
petition ” in industry. The codes aimed both at improving 
the conditions of the workers and ensuring a better balance 
between production and consumption. Their purpose was 
summed up by the President in the following passage : 

“ No business which depends for existence on paying 
less than living wages to its workers has any right to 
continue in this country. By ‘ business ’ I mean the 
whole of commerce as well as the whole of industry; 
by workers I mean all workers — the wliite-collar class 
as well as the men in overalls ; and by living wages I 
mean more than bare subsistence level — I mean the wages 
of decent living. 

Decent living, widely spread among our 125,000,000 
people, eventually means the opening up to industry of 

* The N-I.R.A. was approved on June i6th, 1933, and the N.R.A. (National 
Recovery Administration) was at once set up under Title I of the Act. 
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the richest market which the world has known. It is the 
only way to utilize the so-called excess capacity of our 
industrial plants. 

The idea is simply for employers to hire more men 
to do the existing work by reducing the work-hours of 
each man’s work and at the same time paying a hving 
wage for the shorter week. 

“No employer and no group of less than all employers 
in a single trade could do tliis alone and continue to live 
in business competition. But if all employers in each 
trade now band themselves faithfully in these modem 
guilds — without exception — and agree to act together and 
at once, none will be hurt and millions of workers, so 
long deprived of the right to earn their bread in the 
sweat of their labour, can raise their heads again. The 
challenge of this law is whether we can sink selfish 
interest and present a solid front against a common 
peril. 

“It is a challenge to industry wliich has long insisted 
that, given the right to act in unison, it could do much 
for the general good which has hitherto been unlawful. 
From to-day it has that right.” ^ 

The codes were drawn up by meetings of trade associations 
of producers in various industries, and they met with the 
knowledge that if they failed to agree the President could 
and would impose a code, since under the Act the President 
had power to prevent a business from operating if it broke 
the appropriate code. 

The codes introduced several novelties into American 
hfc. They ran counter to all the anti-trust legislation ; they 
appeared to give the American workers the right to collec- 
tive bargaining ; they forbade cliild labour and t h^ fixed 
min imum wag es for shorter hours. T akmg^Amerrcan 
industry as a whoTe, the working'wedc was fixed at between 
3 5-40 hours a week. 

Part II of the N.I.R.A. provided for the inauguration of 
very large-scale public works for which an appropriation 

^ American Federattonist^ July 1933, pp- 68i-<>82 : “ An Industrial Covenant.” 
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of $3300 million (£660 million at $5} was set on one 
side. 

The second great Roosevelt measure — the Agricultural 
Adjustment Act — was divided into three parts. Part I was 
concerned with the restriction of production of agricultural 
produce. With the exception of cotton acreage, which was 
dealt with by a special scheme, the restriction of wheat, 
maize, rice, tobacco, hogs, milk and milk products was 
brought about by voluntary agreements between the pro- 
ducers and the Secretary of Agriculture. The producers 
who restricted were compensated by the proceeds of a 
“ processing tax ” levied upon the manufacturers who first 
handled the raw material. The amount of compensation 
was determined by the difference between the price of the 
commodity in 1933 and its average price during the period 
1909-14.^ 

The second part of the Act, entitled the Emergency Farm 
Mortgage Act, provided for the issue of bonds up to $2000 
million to be used by the Government in order to take over 
farm mortgages from banks, etc., when the farmer was 
unable to meet his debt charge. The mortgages so taken 
over were to have the rate of interest reduced. 

The third part of the Agricultural Adjustment Act seems 
either to have got into its legislative niche by mistake, for 
it had nothing to do with agriculture as such, or it was a 
deliberate move on the part of the inflationists to pave the 
way for future executive action. It gave the President 
power : 

(1) To inflate by : 

(d) Open market purchases by the Federal Reserve 
system to the extent of S3 000 milhon. 

(h) Issuing $3000 million in notes. 

(2) To reduce the gold content of the dollar by 50 per 

cent. 

(3) To coin silver at a fixed rate to gold and to accept 

silver in part payment of War debts. 

^ In the case of tobacco the standard price was fixed as the average price 
(1919-.29). 
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L In addition to the two great Acts mentioned above there 
were promulgated during 1933 a large number of sub- 
sidiary measures dealing with matters such as the relief of 
unemployment, the co-ordination of state rehef work and 
the banking situation) The Banking Act of 1933 greatly 
altered the banking system. Its terms were drastic. In 
general, the payment of interest on demand deposits was 
prohibited ; interest rates on time deposits were regulated ; 
and a Federal Deposit Insurance Corporation was set up 
to guarantee bank deposits up to the limit of $2500. It is 
impossible in this brief sketch of the machine of Recovery 
and Reconstruction even to mention the titles of all the 
regulations and measures, all the boards and corporations 
set up by the President during 1933 under the National 
Executive Council. (It must suffice to say that in every 
direction the Federal Government laid a heavy hand upon 
the activities of private enterprise with a view to substituting 
conscious control for the traditional automatic free working 
of the economic system.^ 

Space must, however, be found in which to mention the 
“ Resolution repealing the Gold Clause,” which repudiated 
the ” Gold Clause ” in all contracts and declared that they 
would henceforth be satisfied if payment was made in 
dollars.^ . 

As we shall describe in Chapter XXXII (p. 687)jTresident 
Roosevelt’s blunt refusal to co-operate in any scheme of 
international monetary co-operation wrecked the World 
Economic Conference. In (October he began a pohey of 
attempting to raise the internal price level in the U.S.A. 
by purchasing gold in large quantities at a price considerably 
in excess of the old value (in gold) of the dollar. Whilst 
this pohey depreciated the external value of the dollar it had 
no appreciable effect upon the internal price level of the 
U.S.Ay and indeed there was no theoretical reason why 
lowering the value of the dollar in terms of gold should 

^ On February i8th, 1935, the Supreme Court decided by five votes to four 
that (in effect) die Federal Government should not have ^rogated the Gold 
Clause, but that there w as no constitutional method of disputing die consequences 
of the Government’s action, 'rhis decision uas hailed as a victory for the 
Administration. 
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cause a nse in prices in the U*S.A., except in respect of 
certain commodities whose price was settled in the world 
market — and then only if the U.S.A. was not the main 
source of supply. 

When members of Congress reassembled in January 1934 
they received a budget message from the President wliich 
showed that liis determination to finance recovery by large- 
scale borrowing was as strong as ever. He said : 

“ The excess of expenditures over receipts during this 
fiscal year amounts to over $7,000,000,000. My esti- 
mates for the coming fiscal year show an excess of ex- 
penditures over receipts of $2,000,000,000. We should 
plan to have a definitely balanced budget for the third 
year of recovery, and from that time on seek a continuing 
reduction of the national debt. 

“ The total debt, if increased by the sum of 
$2,000,000,000 during the fiscal year 1935, would amount 
approximately to $31,834,000,000 on June 30th, 1935. 
It is my behef that, as far as we can make estimates with 
our present knowledge, the Government should seek to 
hold the total debt within this amount. Furtlicrmore, 
the Government, during the balance of this calendar year, 
should plan to bring its 1936 expenditures, including 
recovery and rehef, within the revenues expected in the 
fiscal year 1936, 

“ 111 order to make clear to Congress what our borrow- 
ing problem is for the next six montlis, permit me to 
remind you that we shall have to borrow approxim- 
ately $6,000,000,000 of new money, and in addition 
$4,000,000,000 to meet maturities of like amount.” 

It would be interesting to know how many of his fellow- 
countrymen who hstened in 1934 to this bold programme 
for spending America out of her troubles, remembered that 
the second piece of legislation put forward by the President 
after his accession to power was an Economy Act designed 
to make cuts in expenditure amounting to $500 million. In 
those far-off days nearly a year earlier, the President had been 
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as insistent as his predecessor upon the need of a balanced 
budget. 

5. The First Two Years 

when the “off year” elections for Congress occurred in 
November 1934, nearly two years had elapsed since the 
inauguration of the great experiment in recovery and 
reform. The table overleaf indicates in a general manner 
the degree of recovery which had been achieved. 

Apart from the very marked increase in the volume of 
public works, the general extent of the recovery had been 
modest and the orthodox critics of the Recovery programme 
I alleged that such improvement as had taken place had 
'occurred in spite of, rather than because of, Government 
’ activity. 

After two years the most disquieting feature in the 
situation was the persistence of a large body of unem- 
ployed who had only been kept alive by a vast system 
of relief expenditure, most of which burden had fallen on 
the Federal Government.^ In order to alleviate distress 
during the winter of 1933-34 organization called the 
Civil Works Administration had been created, and by 
November 1933 about four million men were on its pay- 
rolls. An extemporized institution, it did its work tolerably 
well at the cost of a good deal of inefficiency and some graft, 
but when it was disbanded in the spring of 1934 its bene- 
ficiaries were thrown back on to private and state rehef. 

At this time three million men, according to the Govern- 
ment guess, and two million, according to the guesses of 
private statisticians, had been absorbed into industry during 
the past twelve months, but tliis left at least ten or eleven, 
perhaps twelve or thirteen, million unemployed. It was 
broadly true to say that approximately three and a half 
miUion families were whoUy or in part dependent for 
existence on charity. A serious consequence of the unem- 
ployment problem was that with perhaps one-eighth 

^ At tile end of 1934 die Federal Treasury was contributing upwards of 95 per 
cent, of relief expenditure in thirteen states, and in only two states was die Federal 
contribution less dian 50 per cent, ol this expetidiiure. 
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of the population in impoverished circumstances the 
purchasing power in consumers’ hands was likely to prove 
inadequate to sustain prices and stimulate production. 

Moreover, by the end of 1934 tension between Labour 
and Capital was growing ominously. At the back of the 
Recovery programme was the political notion that the 
driving force should be supplied by an alhance between 
Capital and Labour, an alliance founded on goodwill and 
the uplifting conception of putting national interests first 
and sectional interests second. In short, an extension into 
national economic life of the ideals which seemed to govern 
the President’s personal approach to his duties. The codes 
were to be the legal expression of this ideal. 

From the outset most of the representatives of big business.^ 
seemingly with less faith in human nature, objected to the 
codes but bowed to the wave of national opinion which 
rushed forward in support of the Presidential policy. The 
Blue Eagle, that sign that he who displayed this bird on 
note-paper, shop or factory was working under the codes, 
was given thousands of perches by people who in their' 
heart of hearts hated the “ damned bird ” and much of 
what it stood for. 

Organized labour welcomed the codes partly because 
of their promise of shorter hours and higher wages, but 
chiefly because of Clause 7 {a) of the National Industrial 
Recovery Act, which seemed to give to American Labour its 
long-awaited Magna Carta.) In 1933 organized Labour in 
the U.S.A. was — by British standards — in an early stage 
of evolution. The implacable opposition of employers 
to collective bargaining, the tradiuon of individualism, 
the fluidity of economic conditions in a rapidly growing 
new country were all factors which had combined to prevent 
American Labour from being adequately organized. In 
January 1933 it is doubtful whether much more than 
5 per cent, of American Labour was organized under the 
umbrella of the American Federation of Labour. The 
promtilgation of Clause 7 (a) of N.I.R.A., which appeared 
to give Labour the right to organic fre ely and to be repre- 
sented in collective bargaining bjTits own replresentatives, 
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Wis hailed by the Trades Uaion Icadccs as providing 
an opportunity to break the Cofnpany Unionst--bogu$ 
Unions whose membership was confm^ to workers in 
one plant — ^and to build up a powerful National Labour 
Organization* By the end of 1934. there had been a 
significant change-over in the respective attitudes of Capital 
and Labour towards die codes. Many employers had 
disjcovered that wliilst on die one hand the codes not only 
permitted, but indeed encouraged, price-fixing and monop- 
olisdc practices in contravention of the provisions of 
the and-Trusr Laws, on the other band the concessions 
nude to Labour could take the form of slight increases in 
hourly wages coupled with slight d^rcases in die number 
of hours worked. In short, those (^iployers saw in die 
codes a state umbrella beneath which to organize monopoly. 
The scandal in this nutter became so patent that a special 
Board was set up to report on the workings of the codes. Its 
Report, published in May 1934, reached the conclusion that 
N.R.A. fostered monopoly and oppressed small businesses 
and industries, while certain codes were poorly administered, 
with the result that the consumer was shouldering most of the 
burden of recovery^ “The choice'' — observed the N.R.A. 
Review Board (of which the radical-minded lawyer, 
Clarence Darrow, was Chairman) — “ is between monopoly 
sustained by die Government, which is clearly the trend 
of the N.R.A., and planned economy, wliich demands 
socialized ownership and control, since only by collective 
ownership can the inevitable conflict of separately owned 
units for the market be eliminated in favour of planned 
production." 

General Johnson, the outspoken admimstrator of N.R.A., 
roughly retorted that the findings of the Board were 
“ nonsensical, intemperate and in some instances quite 
false.” ^ Yet in the same month of May 1934, the General 
was candidly confessing that “ There is a lapse of public 
enthusiasm over the codes," and that “ if you can't get 
public support you just can't make N.RA. go." 

There were signs.tow^ds the close of 1934 that the more 

^ Niw Vwiirk Htraldf May 21st, 
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radical Labour leaders were turning against N.R.A. and 
had reached the conclusion that only by the strike weapon 
could Labour achieve its purpose. Labour’s dissatisfac- 
tion had been increased by me compromise by which 
Roosevelt personally settled an automobile strike at Detroit, 
a compromise in which the Company Unions were recog- 
nized as having equal status with the Craft Unions. The 
hostility of Labour was showing signs of being paralleled 
by a growing restiveness on the part of consumers, who 
were remarking in 1934 that the rise in the cost of Hving 
had more than cancelled such rise in money incomes as 
they had secured through the Recovery Measures. 

In the matter of the application of the Recovery Measures 
to agriculture it was impossible at the end of 1934 to do 
more than reach very tentative conclusions as to the course 
of events. The time had not yet arrived when the truth 
set forth in Mr. Wallace’s (Secretary of Agriculture) 
remarkable pamphlet America Must Choose'^ was clear to 
the American people. In this document a prominent 
member of the administration pointed out with devastating 
logic that American agriculture was organized on an export 
basis, and that if she intended to remain a creditor nation 
tvith high tariff policies which prevent the admission of 
foreign manufactured goods, a drastic reduction of agri- 
cultural acreage amounting to about 40 milhon acres (or 
one-eighth of the cultivated area of the U.S.A.) was essential. 
With the exception of cotton, the restriction of agricultural 
production had been on a voluntary basis, the compensation 
to the farmer for reduction of output being financed by a 
processing tax. As an example of the difficulties inherent 
in such forms of “ planning ” it may be mentioned that 
the cotton crop for 1934 was estimated to be up to normal, 
a result in part due to the fact diat with the money received 
for ploughing up 25 per cent, of their crop, the cotton 
growers had purchased fertilizers and so increased the yield 
per acre of the remaining area sown to cotton. 

In the course of 1934 there was a net import into the 
U.S.A. of over $1000 million gold, but this great 

^ Published by the Foreign Policy Association^ New Y ork. 
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flow of gold had neither caused any curtailments of credit 
abroad nor had it affected the credit position in the U.S.A., 
since the Reserve Banks already had a plethora of gold 
before the influx. The banks in America at the end of 
1934 were tightly lashed to the mast of the good ship 
New Deal because their portfolios were stuffed with 
government securities. Credit was unusable since new 
private enterprise was almost at a standstill. 

At the end of the second year of the New Deal the 
beneficial results of the salvage work carried out during 
the first six months of 1933 were still being felt ; but with the 
number of destitute the same, if not greater, in December 
1934 as it had been a year earlier, and productive activity 
no greater at the end of 1934 than in December 1933, it 
needed the eye of faith to see any hkelihood of an early and 
substantial industrial or agricultural Recovery. 

^One important consequence of the New Deal was 
a transference of wealth from the industrial and urban 
population to the rural sections of the community. Tliis was 
of considerable importance in view of the disparity between 
the price the farmer got for his product and the price he had 
to pay for his manufactured goods) However, the best claim 
wliich the New Dealers could maKe for their experiment was 
not in die material sphere. It was that the “ psychological ” 
state of America at the end of 1934 was much better than 
it had been in 1933. On this point all citizens — with the 
possible exception of some bankers steeped in the gloom of 
dark Wall Street canyons — ^were of one mind. The way 
might be long, the road hard, but that America was on 
the up-grade at the end of 1934 was a national conviction. 

In the “ off-year ” elections of November 1934 ^be 
traditional struggles of “ Ins *’ versus “ Outs,” or Democrats 
versus Republicans, were confused by the fact that the election 
was fought on the single issue of “ New Dealers ” versus 
“ Anti-Dealers.” Generally speaking, most of the Demo- 
cratic candidates supported the President and his New Deal, 
most of the Republicans were in opposition. The New 
Dealers had the immense political advantage that they 
were standing in support of an administration which was 
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pouring out government money in the form of relief funds, 
whilst the Republican Party were in effect inviting the 
electorate “ to shoot Santa Claus.” The opposition endeav- 
oured to make play with the unconstitutional aspects of 
the New Deal legislation, but the views of many voters 
on this matter were probably summed up by the Middle 
West farmer who said to the writer : “ Hell ! Yew kint 
eat the Constitution ! ” 

The result of the elections was a great triumph for the 
President and all his works, since the New Dealers increased 
their majority by i8 in the Senate and by i8 in the 
House of Representatives. These figures were hailed as a 
great personal triumph for the President, and he had the ^ 
satisfaction of knowing that at the end of the first two 
years of his administration his hold on the confidence and 
loyalty of the majority of the American people was 
undiminished. 

6. The Next Phase 

On January 4th, 1935, President Roosevelt dehvered a 
message to the new Congress. Speculation as to the con- 
tents of the message was widespread because it was beheved 
by Wall Street and the industrialists that, notwithstanding 
the “ radical ” complexion of the Congress, the President 
would indicate that he was hoping to turn more to “ private 
enterprise ” for recovery and progressively diminish the 
extent of government expenditure and control. 

The President spent the interval betw^een November 
1934 and January 1935 in holding a great many conferences 
with leading personalities in the business world, and it must 
be assumed that he reached the conclusion that if— as was 
being said in America late in 1934 — “ Business is ratin’ to 
go ” — it was likely to go in a direction of which he 
did not approve, for the terms of his message, whilst (as 
usual) “ containing something for everyone,” were in the 
main an announcement that the New Deal would 
continue. 

The message began with a general review of the purposes 
of the New Deal. He said that : 
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“ In spite of our efforts and talk we have not weeded 
out the over-privileged, and we have not effectively 
lifted up the under-privileged. Though no wise man 
has any intention of destroying what is called the profit 
motive — ^the right to work to earn a decent livelihood 
for selves and families — Americans must forswear that 
conception of acquisition of wealth which through 
excessive profits creates undue private power over private 
affairs, and to our misfortune over public affairs as well.” 

Passing from principles to practices he then outlined a 
^ programme for dealing widi the unemployed which was 
I in effect an enlarged plan for more public works, as part 
of “ the long-range permanent policy of providing the 
three types of security which constitute as a whole an 
American plan for the American people.” The three types 
of security visuahzed by the President were “ security of 
hvehhood through better use of national resources, security 
against the major hazards and vicissitudes of life, and 
security of decent homes.” 

As regards the cost of these plans the President outlined 
budget figures for the year 1935-36 which were of a size 
calculated to remind British observers of expenditure during 
the War years. The total expenditure was estimated at 
about 8J thousand miUion dollars, of which sum approxi- 
mately one-half was earmarked for ” relief and recovery,” 
The revenue estimate amounted to something a little less 
than 4 thousand million dollars, leaving a deficit of about 
thousand miUion — ^say ^900,000,000. 

It was estimated that the national debt would be 
increased by July 1936 to about $34,000,000,000 (approxi- 
mately j^6,8oo,ooo,ooo). In January 1934 the President 
expressed the view that his budget announcement a 
year hence would be a definitely balanced budget,” but 
as we have shown above, this expectation was completely 
falsified. We wiU not venture to hazard an opinion as to 
whether the U.S.A. in 1935 was definitely on the slippery 
path to disaster, but for those who desire to indulge in 
speculative essays we set down the following considerations. 

644 



The USA. in Crisis 


Even in I 93<5 the per capita debt of the U.S. A. was likely to be 
less than that in Great Britain, whilst the natural resources of 
America are far greater than those of the United Kingdom.1 
Secondly, the American depression was relatively a deeper\ 
depression than that experienced by Great Britain, and it may 
be that this justified a correspondingly larger “ priming 
of the pump ” with governmental expenditure. 

But, true recovery — unless the whole economic structure 
of America was to be transformed — depended upon the 
revival of private economic enterprise, and if the period 
193.5-36 saw no such revival, what was to happen in 
1936-37? It looked as if by then either America would 
be in serious financial difficulties, or, if there was a real 
revival in 1935-36, she might be faced with the still more 
dangerous possibility of a tremendous boom which would 
be the prelude to another great collapse. 


7. Conclusion 

To withdraw sufficiently far from the details of the 
American New Deal and project the mind into the future so 
as to be able to look back and make even a tentative estimate 
of the permanent significance of this experiment is a task 
requiring superhuman qualities, but it is one of the penalties 
of embarking upon a study of this nature that attempts 
must be made to acliieve the impossible. It is, however, 
with the greatest diffidence that we submit the following 
observations. We believe that time will reveal the New 
Deal as significant, not so much through what its economic 
measures may or may not claim to have done towards 
promoting recovery, but rather as a landmark in the pohticall 
development of the people of the United States comparable I 
with such events as the “ Convention of 1787 ” which 1 
estabhshed the sovereignty of the states ; the Civil War of 
i860 wliich set limits to that sovereignty; and America's 
entry into the Great War, an event which brought the half- 
formed and soft-boned national state into the arena of world 
politics. 

(The New Deal was in part an expression used to describe 
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a number of emergency measures required to deal vmk 
a serious but certainly temporary dislocation of American 
economic life, but it was also a slogan conveying the notion 
that the time had arrived to recognize that a revaluation 
was needed of the standards of American social hfe^ It 
was a recognition that within the frontiers of America, as 
elsewhere, western civilization had become unbalanced and 
out of proportion; that means had been mistaken for 
ends; that material prosperity had been made into the 
God of Life instead of being laid as an offering upon 
His altar. The recognition that the American man had 
failed as badly as his European brother in the attempt to 
solve the problem of Man and Himself was a peculiar 
torture to the Americans, because they had been so confident 
that in the new land, isolated by the ocean, they would show 
the world how, upon a clean slate, a new nation could 
write a new kind of history. If the youth and optimistic 
exuberance of America had caused promises to be made 
and achievements to be guaranteed to which the more 
cautious Europeans would never have publicly committed 
themselves, tms same self-confidence and healthy refusal 
to attach importance to a pessimistic interpretation of 
history, also made it possible for the Americans to leap 
in one bound from a somewhat Pharisaical position of 
self-satisfaction into the dust of confession and pitiless 
self-examination. They had friled to make the New Heaven 
on earth, to “ deliver the goods ” to humanity, and in 1933 
the statute of Liberty at the entrance to New York harbour 
raised what might be a warning hand towards Europe, as 
much as to say “Wait ! we are spring-cleaning ; we are 
not ready for visitors.’* But America was young and the 
future eternal. She would start again, and die lessons learnt 
would be apphed. 

That in a general way was the most important meaning 
of the New Deal. (Jts practical results were Hkely to be a 
progressive and rapid extension of the powers of the Federal 
Government and the growth of a far more definite division 
between right and left in domestic politics than had 
previously been the caseA In foreign affairs the United 
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States may enter more fully into the field of international | 
co-operation and her adhesion to a covenant of the League 
is probable within a decade. It must not be expected that 
these occurrences will take place in a continuous or orderly 
manner. If we may be permitted a desperately hazardous 
flight of imagination which has its landing-place somewhere 
towards the end of the twentieth century, we find ourselves 
contemplating something which in the language of 1935 
would be called the Socialist U.S.A. The history books 
which tell how that transformation first began and how 
(perhaps) the passage from private CapitaUsm to Sociahsm 
was marked by periods of violence, win start something like 
this : “ In March 1933 President Franklin Delano Roosevelt 
announced a New Deal.'’^ 

^ For the later history of the New Deal see Chapter XXXV, pp. 8zo cf se^. 
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T he relations between sovereign states since the onslaught 
of the economic crisis can be classified into two types 
or categories : the Old and the New. When the nineteenth 
century came to an end with the abandonment of the gold 
standard in 1931 the foundations of the international economic 
system were shaken and its pillars began to collapse* But 
in an earthquake, however terrible the destruction, there 
^jare survivors and life goes on. The inhabitants of the 
devastated town — as the writer witnessed in the earthquake 
at Yokohama in 1923 — hved a dual existence. On the one 
hand they camped out in the ruins, they sheltered in such 
buildings as still stood, they carried on the old life of the 
community as near as might be. These were their links with 
the past. On the other hand they buried their dead, said 
their requiems, cleared away the wreckage, made plans and 
started reconstruction ; these were their hopes for the future. 
So it was with the sovereign states during the period 
1931-34. So, parallel with the series of attempts which 
on the side of economics culminated in the World Economic 
Conference, and on the side of poHtics in the Disarmament 
Conference to continue international life on prc-crisis lines, 
to pretend there had been no earthquake and that the 
shattered system could be restored, there appeared that 
movement for the consolidation of National fronts which 
we have traced in earlier chapters. In the economic sphere 
the sovereign states developed their home resources as if 
anticipating astate of siege ; in that of politics the “ National 
governments or dictatorsliips appeared to administer martial 
law inside the ramparts of Nationalism. 

But however introverted a sovereign state may become, it 
remains a unit in a world comprised of many states bound 
together by common interests, especiaUy in the economic 
sphere. The western men of the nineteenth century, 

648 



Sailing Dtrecdmii 

largely under the influence of Bridsh ideas, had woven a 
thousand economic strands between the sovereign states, 
and though the rushing winds of the crisis burst many 
threads asunder and twisted many others into knotty 
tangles, the clinging web remained h^ging like a damaged 
net around the world. Just as there inevitably remained 
an international economic system round and about the 
nationalistic states, so also there remained international 
pohtical relationships, presenting a problem which had 
altered only in degree and not in kind. The problem 
remained that of obtaining peace and security in a world 
of international jealousies, but it had now become one 
of how to co-ordinate units within an international frame- 
work rather than as previously hoped of how to coalesce 
units into an international body. By way of an overture 
to our account of international relations 1931-34 we shall 
start with a chapter on the Far East, the Sino-Japanesc 

Q uestion being destined to have a great influence on the 
evclopment of international co-operation. 

Then we shall discuss international economic relations 
up to the World Economic Conference, that still-bom 
child of toil and optimism, whose failure caused the 
nations to return with redoubled energies to the elabora- 
tion of policies of self-sufliciency. Nevertheless we shall 
see that the failure of this World Conference reinforced 
tlie tendencies to build up a new kind of international 
economic system, an embryonic integration of national 
plans. We shall not be able to go far in this part of our 
saidy, for most of it belongs to the Times to Come. These 
national plans are still in a very early stage of development, 
and although their international consequences are still more 
faintly imprinted on the film of history, yet some trends 
can be detected. 

Then we must return to politics and in Chapter XXXIII 
describe the apparent collapse of the World Disarmament 
Conference, me long-awaited sequel to the laborious 
preparations which we have already described. 

Next in logical order should come a chapter describing 
how the sovereign states, having failed in their first attempt 
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to reconcile their conflicting sovereign rights within the 
framework of the League, started anew to organize peace 
and banish the spectre of war from the path of humanity. 
But, alas, that chapter cannot yet be written ! It may be the 
tragic fate of millions not to see it written in their lifetime. 

AU that we shall be able to observe is that after the first 
failure of the Disarmament Conference there was a kind of 
hush, a period during which men surveyed their own handi- 
work in a kind of rueful alarm. There we shall have to leave 
them without knowing whether or not they will rush 
despairingly down that avenue of international anarchy 
which leads to war, or whether we may reasonably hope 
that certain events which occurred early in 1935 were 
signs that men were about to begin again the task of solving 
this aspect of the problem of Man and Himself. 

We feel sure that only by some form of systematic co- 
operation can the relationship between states be regulated, 
whether now or in the distant future, and no number of wars 
or crises can alter the indisputable fact that there is but one 
mankind and one earth. Wc shall therefore end the 
historical part of this study vdth an account of the League 
of Nations, the great experiment in international co-opera- 
tion inaugurated during Our Own Times. 
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THE PAR BAST 

For Japan : 

“ Whoso diggeth a pit shall fall tlierein.” — Proverbs xxvi. 27. 

For China ; 

“ Their strength is to sit still.’* — Isaiah xxx. 7. 

T he Sino-Japanese dispute during the period 1931-34 
was of great significance both as a symptom and a 
cause of the general trend of international relations during 
that period. The Japanese pohcy towards Cliina which 
we shall now describe represented in extreme form the 
revival of aggressive Nationalism noticeable all over the 
world after 1931, whilst her successful defiance of the 
League system did much to encourage a pessimistic attitude 
towards the possibihties of harmonious international pohtical 
co-operation. We have already related in a previous 
chapter something of the nineteenth-century expansion 
of the Japanese Empire up to the point when, by signing 
the Washington Treaties of 1922, Japan seemed to have 
turned over a new leaf in her relations with China. These 
expectations were not fulfilled, and in 1931 Japan resumed 
with intense vigour a foreign pohcy whose roots went 
back into the nineteenth century and whose consequences 
were menacing to the peace of the world. At the cost of 
repeating'to some extent a story told in briefest form in an 
earher chapter, we shall sketch in the background to Japan's 
aggression in 1931. 


I 

When the clan leaders of mediaeval Japan observed 
in the middle of the nineteenth century that western 
civihzation was advancing with predatory designs upon the 
Far East,^ both overland from Russia and by sea from 

^ See Chapter I, pp. 6 et seq. 
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France and Great Britain, they determined to preserve their 
national independence and in doing so clinched a fearful 
and momentous bargain with the nationalistic daemons of 
. the western way of life. The leaders of the clans of Satsuma 
and Choshu who, with their lesser allies, ovenhrew the 
Tokugawa Shogunate and produced the semi-divine 
Emperor from his gilded cage at Kyoto as a symbol of 
national unity, perceived that in order to avoid a deadly 
embrace in the iron arms of the West, Japan must become 
a modem-style sovereign national state. Until the in- 
auguration of the Russian Communist experiment, the 
Turkish experiment of Mustafa Kemal, and perhaps the 
Roosevelt experiment of 1933, history afforded no parallel 
to the completeness of the social transformation achieved in 
Japan during the latter part of the nineteentli century. It 
was only possible because behind a facade of papier mach^ 
western democratic institutions the Elder Statesmen, or 
Genro, as they were named, wielded absolute power over a 
submissive and industrious people who were then emerging 
wide-eyed from feudalism. As part of her western-style 
poHcy it was necessary for Japan to expand upon the main- 
land of Asia. Her justification for this pohey can be summed 
up as follows : 

(a) It was necessary to take the offensive against the 

Russian advance to Vladivostok and southwards 
through Manchuria. Just as Great Britain has 
always claimed that she cannot allow “ a great 
Power ” to dominate the Low Countries in view 
of what a Japanese would call their geographical 
propinquity * to England, so Japan claimed a like 
interest in the western coasdine of the Sea of Japan 
(Korea and South Manchuria). 

(b) Since Japan was now to become industriahzed m order 

to support a grovsdng population, she required raw 
materials such as iron, coal, timber, etc,, which 
were only to be found on the mainland, and as 
these would have to be imported across sea routes 
it was deemed necessary for Japan to wield political 
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control over the areas in which these materials 
were to be found. Strategical control over the 
Sea of Japan was also necessary. 

(c) Japanese domination in the Far East would effectively 

keep out Western Powers who, at the beginning of 
the twentieth century, were gathering like vultures 
round the apparently rotting carcass of China. 

(d) There was always a remote chance that the huge 

conglomeration known as China, which was a 
civihzation ^ rather than a nation, might one day 
become westernized and create a new world force 
which would easily be capable of crushing the 
Japanese grain of rice between its powerful jaws. 

Japan pursued tliis imperiahstic expansion on the north- 
east coast of Asia with a pertinacity and resolution which 
vas one of the most remarkable features of Our Own 
rimes. After 1919 this pohey of forceful expansion 
vas severely criticized in the West, but a Japanese was 
entitled to retort that liis country was but foUowing the 
example set her by European Powers in Asia and Africa, 
ind by the U.S.A, in the Caribbean and elsewhere, during 
he pre-War years. The landmarks in the development 
)f tliis policy were as follows : 

1895. Victorious war with China. The full fruits of 
victory were taken from Japan by Russia, Ger- 
many and France. Net gains were the island 
of Formosa, an indemnity, and experience of 
modem war. 

1905. Viaorious war vrith Russia. The ring was kept 
by Great Britain owing to the Anglo-Japanese 
Alhance. Net gains: the seizure of Russia’s 
position in Manchuria and the prestige due to 
the defeat of a “ white Power.” 

1910. Korea annexed. 

1914. Japan declared war on Germany and seized 
German base of Tsingtau as preparation for 
domination of Shantung Province in China. 

* Japanese culture and art is derived from Chinese sources. 
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1915. Presentation of “ twenty-one demands ” to 
China, virtually establishing a Japanese pro- 
tectorate over that country* Notwithstanding 
their preoccupation with the Great War, the 
Powers protested and Japan withdrew her 
demands in part 

1916-18. Japan financed corrupt Northern governments in 
China and endeavoured to tie up China 
financially. 

1918. Japan landed an expeditionary force at Vladivostok 

and endeavoured to seize Eastern Siberia during 
the weakness of Russia. 

1919. Versailles Conference, at which Japan obtained 

“ mandate ” for ex-German Pacific possessions 
north of the Equator. 

1922. Washington Conference, at which Japan was 
abandoned by Great Britain, who refused to 
renew the Anglo-Japanese Alliance out of 
deference to the wishes of the U.S.A. and the 
Dominions. 

At this stage Japan was obliged to recognize that for the 
moment the use of naked force and the pre-War conception 
of nationalistic foreign pohcics in general were at a discount, 
and that the ideals of the League of Nations were in the 
ascendant. Japan was forced out of Siberia and Shantung 
Province, but she successfully resisted Chinese attempts to 
persuade the Powers to evict her from Manchuria. This was 
a period of set-back in Japan’s Impcriahstic policy. 

It may be safely inferred that when at Washington Japan 
found herself isolated and obliged to apply for a white 
sheet in which publicly to renounce her ambitions in the 
Far East, the militarists who controlled Japanese policy 
foresaw that with the passage of years the dien fashionable 
whiteness of the International linen would gradually 
rcassume a dingy hue. In the meanwhile, pending the 
reversion to type of the European nations, Japan was 
firmly entrenched in Manchuria and the militarists could 
plan and plot for the next stage in a long-term programme 
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which had as its goal the day when all Eastern Asia would 
be warmed by the rays of the Rising Sun. Nevertheless, 
there was one consideration which made it possible that if 
the Japanese expansionist policy was left for too long in 
cold storage at Geneva it might be unusable when required 
for consumption. This consideration was the danger — 
from the Japanese point of view — that China might become 
organized on national lines. 

It is impossible within the space at our disposal in this 
book to trace the growth of Chinese national consciousness, 
which, beginning after her defeat by Japan in 1895, w'as 
stimulated by the War and — ^internal dissensions notwith- 
standing — increased greatly during the post-War years. It 
expressed itself in a determination to resist all foreign 
encroachments in general and those of Japan in particular. 
The moving spirit in this national movement was Sun 
Yat-Sen, who died on March 12th, 1925. After his death 
the teacliings of Sun were to the Nationahst Party of 
China what those of Lenin were to the Russian Com- 
munists. The conclusion of a treaty between China and 
Germany in 1921 on terms of perfect equality and reciprocity 
was a sign that in due course the Western Powers would 
be obhged to abandon tlieir privileged extra-territorial 
positions. The Chinese national movement was stimulated 
by Communist propaganda and by Russian advisers who 
saw in the Chinese a convenient stick with which to beat 
certain capitalist Powers, particularly Great Britain. 

The British, who had traditionally led the advance of 
western civilization upon China, and whose fleets during 
the nineteenth century had forced the Chinese to surrender 
Hong Kong (then but a barren island and pirates’ lair), 
were obliged to bear the brimt of the Chinese attack on the 
privileged position of the Europeans in China. Various 
incidents culminated in a severe boycott against British 
goods during 1925, and on December iSrh, 1926, the 
British Government published a memorandum in which it 
was stated that it intended to re-open the whole question of 
its relations with China, in order to replace the “ unequal 
treaties ” by conventions more in keeping with a twentieth- 
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century conception of the relations between sovereign 
states. During 1926 the Northern Government at Peking 
virtually disappeared, and the principal centre of rule in 
China began to be Nanking, where the Kuomintang, or 
Nationalist Party, was in power, and conducting various 
campaigns in an endeavour to extend its control as a 
Central Government for China beyond the Yangtze valley. 
Considerations of space make it impossible to describe the 
events which led to the rendition of the British Hankow 
concession to the Chinese, the despatch of the Shanghai 
Defence Force of three brigades from Great Britain and 
India, and the outrages at Nanking in 1927. It must suffice 
to say that with many ups and downs the Nanking Govern- 
ment continued to make very slow, but steady, progress in 
the organization of the country, the restoration of its 
finances, the revision of the unequal treaties, and the 
laying of the foundation of a Chinese national state. 
In this work the Chinese made increasing use of technical 
advisers provided by the League. By 1928-29 the Nanking 
Government appeared to have mastered its rivals and was 
recognized by the Powers. 

In modern terminology China had been struggling to 
put across a “New Deal ” ever since the Revolution of 
1911. We were still witnessing in 1934 the early stages 
in the creation of a modern-style Chinese state, and it is 
the conviction of the writer that the nature of that creation 
will be of profound importance in the history of mankind 
during the Times to Come. Fortunately there are reasons 
for believing that the immensely powerful Chinese state 
of, say, the year 2000, may find in the support of a collective 
system of security an attitude in keeping with the Confucian 
philosophy which it is to be hoped will remain at the 
basis of Chinese civilization. 

We left our consideration of Japanese pohey in the Far 
East with the statement that the “ hands off China ” 
agreement at Washington, to which Japan was obliged to 
commit herself, would obviously become permanently 
established once China grew into a strong national state. 
It was, indeed, in order to give China the opportunity to 
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put her house in order that the Washin^on treadcs were 
signed. It is important to remember that irrespective of 
party or faction the Chinese have never willingly recognized 
the Japanese position in Manchuria as the heir to “ Russian 
pre-War rights ” which China felt were partly filched from 
her. The fact that the Japanese took advantage in the 
ultimatum of the twenty-one demands of 1915 to reassert 
and extend their legal position in Manchuria was an 
additional offence in Chinese eyes, and there can be little 
doubt that if at any time during the post-War decade 
China could have forced Japan out of Manchuria and 
regained her essential rights and interests, both corporeal 
and incorporeal, in Manchuria and Mongolia,” she would 
have done so. 

In the year 1931 the mihtary party in Japan decided that 
the time had arrived to renew the advance which had been 
checked at Washington in 1922. It is only fair to say that 
the eclipse of the inilitary policy in Asia in 1922 was not 
solely due to the pressure of the Powers at Wasliington, 
for in that year for the first time in Japanese history a 
civilian and liberal element stood up to the soldiers and 
sailors. From 1922-31 Japan’s foreign pohey had been 
irreproachably correct from the point of view of League 
standards and the new principles which were supposed to 
actuate the sovereign states of the post-War world. She 
had been an active member of the League and had professed 
to share with Great Britain, France, and the U.S.A. a desire 
to give all possible assistance to China in her difficult task 
of nation building. Then in 1931 the whole picture 
changed, and, seizing upon an incident — the murder of a 
staff officer in Manchuria — the Japanese General Staff started 
a military campaign in the three provinces of Manchuria, 
which was clearly directed towards the seizure of all Chinese 
territory north-east of the Great Wall. 

How was it that after nearly nine years of relegation to 
the background the militarists were suddenly able to re- 
assume control of Japanese foreign policy and revert to 
methods which had been abandoned since 1922? Part of 
the answer is to be found in the economic crisis, which both 
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provided the psychological hackgrotind needed in Japan to 
persuade the nation that a change of method was desirable, 
and at the same time limited the capacity of the Western 
Powers to intervene in the Far East. 

The economic state of Japan in 1931 was serious. The 
price of raw silk, her principal export, had fallen heavily, 
and she had been badly hit by the rising American tariff. 
Wages were forced down in her industries. The value of 
her imports and exports in 1931 was almost 50 per cent, 
less than the figures for 1929. Unemployment increased 
rapidly. In these circumstances there were growing signs 
of political instabihty, and such domestic conditions are 
inevitably those for which a foreign adventure is die time- 
honoured remedy. The military party pointed to the 
economic distress and suggested that it was the conse- 
quence of a decade of pacifist policy. The world economic 
crisis, useful to the militarists as a pretext for the resumption 
of the expansionist policy by force, was also opportune 
since it ensured that the Western Powers would prob- 
ably be too preoccupied with their own troubles to 
protest overmuch at the violation of the territorial virginity 
of the China they had undertaken at Washington to protect. 
It is a curious circumstance that the commencement of the 
Japanese campaign to drive Chinese troops our of Manchuria 
coincided almost to a day with the climax of the financial 
crisis in Great Britain. Who in Europe or America was 
hkcly to pay much attention to a little guerilla warfare 
around far-distant Mukden when the Samson of the gold- 
standard world was pulling down the pillars of his own 
temple ? It was curiously well timed, but no more 
curious than the presentation of Japan’s twenty-one 
demands to Cliina sixteen years earher at a time wlien 
Europe was immersed in war. It is not unreasonable to 
suppose that the Japanese General Staff counted upon 
cleaning up and annexing Manchuria with the minimum 
of fuss and loss of international respcctabihty, and so 
securing a solid slice of the Chinese melon before the 
growing New China, nurtured at Nanking, could reach 
man s stature. 

65 « 



The Far East 


These expectations were not fully realized. The affair 
rapidly assumed the magnitude of an international incident 
of first-class importance. It was, indeed, a test case which 
was to strain to the utmost — some say to break irretrievably 
— ^the rudimentary system of collective security evolved in 
the post-War period. 

2 

The circumstances of the Sino-Japanese War of 1931--32 
— for it was a war in aU but name — are comphcated in detail 
but simple enough in broad outhne. From the beginning 
of the disturbance it was evident that the civilian cabinet at 
Tokyo had very Uttle influence with the General Staff, who 
were determined to seize Manchuria regardless of the 
consequences. As part of their poHcy they adopted a 
method which had been used with success in 1915 — that 
is to say, they took more than they wanted and then 
abandoned as a great concession that which they had no 
immediate intention or desire to retain. 

Thus, when the Japanese seizure of Manchuria caused 
anti-Japanese feeling in Shanghai, the Japanese Navy landed 
an expeditionary force at that port, and by February 1932 
Japanese forces were invading China at Shanghai and, 
incidentally, meeting with unexpected and considerable 
resistance from Chinese troops. The international im- 
portance of Shanghai focused attention on this outrage, 
and, after much argument at Geneva, the Japanese graciously 
withdrew. Similarly the Japanese advanced southwards 
beyond the Great Wall into China in order to create a 
neutral zone between China and the provinces of Man- 
churia. In protesting against the incursion upon Shanghai 
and towards Peiping (Peking) the world was hable to 
forget that these offences were only additional to the 
first ofibnee in Manchuria. The thief who had stolen 
the Chinese till thus laid his hands on the safe in order to 
give up the safe and keep the till. 

Whilst Japanese troops were driving Chinese troops out 
of Manchuria and massacring Chinese civihans at and 
around Shanghai, the Chinese were appealing for help to 
the League of Nations of whose Council Japan was a 
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ttiembcr. The Japanese representative was obKged to make 
what excuses he could for the action of the military men 
who were then in control of Japanese policy ; to gain time ; 
to protest; to deny; to assert that Japan’s action was 
remedial, inevitable, etc. etc. ; to prolong debate ; to keep 
up the appearances at Geneva of a Japan scrupulously 
anxious to honour all her international engagements, 
especially the Covenant of the League, the Wasliington 
Treaties and the Kellogg Pact.^ It was a difficult task, since 
the Cliinese were equally active in providing the Council 
of the League with evidence that the actions of the Japanese 
Army and Navy were in contradiction to the smootli, if 
somewhat embarrassed, statements of Japan’s representative 
at Geneva. 

The Powers were in a difficult position, even though the 
U.S.A. indicated that in this particular question she was 
ready to collaborate with the League. Every attempt was 
made to persuade the Japanese to reverse their policy, but in 
vain, and week by week it became more difficult for the 
Powers assembled in League Council to avoid facing 
the fact that one League member was attacking another in 
violation of the Covenant. Yet, who was to bell the cat? 
It was all very well for the smaller Powers to press for stem 
action against Japan if she continued to defy world public 
opinion, but the business of putting pressure on Japan 
would fall to the lot of the Great Powers, and there was no 
blinking the fact that tliis might mean war on a large scale. 
In order to gain time the League Council adopted a proposal 
to despatch to Manchuria an Intemational Commission 
charged with the duty of investigating matters on the spot 
and making recommendations. It was led by Lord Lytton 
and left for the Far East in February 1932. It reported 
in October 1932. The unanimous report was an able 
document. On the facts of the dispute it summed up 
heavily against the Japanese, but it recognized that Japan 
had great interests in Manchuria, and it made proposals 
which, if adopted, would have inaugurated a new chapter 

^ Cf. the Japanese statement on June that she could not declare 

war tm China without breaking the Kellogg Pact I 
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in tlic histoty of Sino-Japanesc relations. It was propose*! 
that Manchuria should, under Chinese sovereignty, be 
given a large degree of autonomy and assistance by foreign 
advisers, and that this would safeguard both Cliincsc 
“ rights and Japanese interests.’* 

Whilst the world was awaiting the publication of the 
Lyttou Report the Japanese were busy setting up a puppet 
state in Manchuria under the name of Manchukuo. On 
July 1 8 th the Japanese Government announced its recogni- 
tion of Manchukuo, and when, on August 8th, Mr. Stimson, 
the American Secretary of State, made a speech in which he 
stated that the Kellogg Pact iiad altered the old conception 
of neutrahty to such an extent that the United States had 
kept touch with the League during the Manchurian crisis, 
the Japanese retorted by concluding a defensive treaty with 
Manchukuo. On October ist the Report was published, 
and Japan was given six weeks in order to prepare a com- 
ment thereon. The gist of the Japanese observations was 
that the Report was inaccurate and unjust, that she had 
acted throughout in self-defence, that the establishment of 
Manchukuo was a spontaneous act on the part of the 
inliabitants of that part of the world, and, in short, that 
Japan could not accept the conclusions of the Report. The 
Assembly met on December 6th, and at this gathering 
China agreed to accept conciliation, and the opinion of the 
great majority of the delegates who participated in the 
debate was that Japan should accept the Lytton Report and 
that it was essential that Manchukuo should not be recog- 
nized as a sovereign state. Mr. Matsuoka repeated at length 
the Japanese case, and, whilst comparing Japan to Jesus 
crucified, he said that “ the Japanese heart is adamant before 
threats and unwarranted criticism, but it is soft before acts 
of kindness, appreciation, and sympathy.” 

On Decemlxir gth the whole question was referred to 
the Committee of Nineteen Members of the Assembly 
which had been set up to deal with tlie Manchurian question, 
and that Committee was instructed to draw up proposals 
with a view to the settlement of the dispute and to submit 
these proposals to the full Assembly. Whilst this Com- 
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mittcc was considering its findings the Japanese military 
authorities invaded the Province of Jehol and declared it 
to be an integral part of Manchukuo. This in effect placed 
the whole of Chinese territory north of the Great Wall in 
Japanese hands. 

On February 24th the Assembly adopted the recom- 
mendations of its Committee, which were to the eiffect 
that the dispute should be setded on the basis of the recom- 
mendations of the Lytton Report. Japan was the only 
dissentient in the Assembly, and her principal delegate, in 
the course of a speech during which he compared the 
position of Japan with that of the woman taken in 
adultery, gave notice of his government’s intention of 
withdrawing from the League of Nations. This notice 
was given on March 27th. 


3 

On March 1st, 1934, Mr. Pu Yi, the last descendant of die 
Manchu Dynasty which had been expelled from the Dragon 
Throne in 1 91 1 on the establishment of the Chinese Republic, 
was installed as Emperor of Manchukuo. At the beginning 
of 1935, Japan, through her grip of Manchukuo, was still 
in undisputed control of Manchuria, although the states 
members of the League continued to refuse recognition to 
die puppet state. 

Cmnese opinion, whilst recognizing the practical diffi- 
culties at that moment of countering Japanese aggression, was 
divided on the question of the policy to be pursued. On 
the one hand there were those who considered that every 
possible means, such as boycotts and threat of military 
action, should be undertaken in order to keep up the struggle 
with Japan, and on the other hand there were diose who 
argued that China’s best policy was to reorganize herself 
internally in the hope that in due course she would be strong 
enough to regain her extra-mural provinces. This party 
maintained that in the meantime the growing strength of 
Soviet Russia and the hostility between Russia and Japan 
in connection with the Chinese Eastern Railway would be 
sufficient to prevent the military party in Japan from 
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prcx:eeding with their poHcy of extending the Japanese 
sphere of influence to regions south of the Great Wall. It 
seemed that the advocates of the latter pohcy were in control 
at Nanking at the end of 1934. 

Although the situation in the Far East, so closely 
resembling that which prevailed before the Russo-Japanese 
War of 1905, constituted in itself a serious menace to world 
peace at no distant date, its immediate consequences were 
manifest in the failure of the League system to deal with an 
international dispute. A blow had been struck at the whole 
system of collective security. Tliis was the first case since 
the War in which a Great Power had been hailed before the 
bar of international pubhc opinion as represented at Geneva, 
and there was no denying the fact that although tlie League 
system had, after much delay and many attempts to evade 
the issue, succeeded in pronounchig judgment, it had utterly 
failed to impose penalties upon the state which had ignored 
the sentence of the court. It was argued by those who 
believed that in the estabHshment of the system of collective 
security hes the hope for the future peace of international 
relations, that if in this test case the Great Powers had 
threatened Japan with economic sanctions, she would have 
accepted the Lytton Report, and that such a success for the 
collective system would have had far-reaching effects of a 
favourable nature on the Disarmament Conference. 

Japan, having successfully defied the Powers in League 
Council assembled, was not disposed to waste time in the 
pursuance of her historic pohcy. A sensation was caused 
on April i8th, 1934, by a Press statement made by the 
spokesman of the Japanese Foreign Office, m which very 
far-reacliing claims were made concerning Japan’s “ special 
position ” in China. Important parts of the statement were 
as follows : 

Owing to special position of Japan in her relations 
with China, her views and attitude respecting matters that 
concern China may not agree in every point with those of 
foreign nations ; but it must be realized that Japan is 
called upon to exert the utmost effort in carrying out her 
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mission and in foifilling her special responsibilities in East 
Asia. Japan has been compelled to withdraw from the 
League of Nations because of their failure to agree in their 
opinions on fundamental principles of preserving peace in 
East Asia. Although Japan’s attitude towards Chma may 
at times differ from that of foreign countries, such differ- 
ence cannot be avoided owing to Japan’s position and 
mission. 

“ It goes without saying that Japan at all times is en- 
deavouring to maintain and promote her friendly relations 
with foreign nations, but at the same time ti^e consider 
it only natural that to keep peace and order in East Asia we 
must even act alone on our own responsibility, and it is our 
duty to perform it At the same time there is no country 
but China which is in a position to share with Japan 
the responsibility for maintenance of peace in East 
Asia. . . . 

“ We oppose, therefore, any attempt on the part of 
China to avail herself of the influence of any other 
country in order to resist Japan; we also oppose any 
action taken by China calculated to play one Power 
against another. Any joint operations undertaken by 
foreign Powers even in the name of technical or 
financial assistance at this particular moment after 
Manchurian and Shanghai incidents are bound to acquire 
political significance. . . . 

‘‘Japan, therefore, must object to such undertakings as 
a matter of principle, although she will not find it necessary 
to interfere with any foreign country negotiating indi- 
vidually with China on questions of finance or trade as 
long as such negotiations benefit China, and are not 
detrimental to peace in East Asia. 

“ However, supplying China with war aeroplanes, 
building aerodromes in China, and detailing mihtary 
instructors or military advisers to China or contracting a 
loan to provide funds for political uses would obviously 
tend to alienate friendly relations between Japan, China, 
and other countries and to disturb peace and order in 
Eastern Asia. Japan will oppose such projects. 
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“ Foregoing attitude of Japan should be clear from 
policies she has pursued in the past, but on account of the 
tact that positive movements for joint action in China by 
foreign Powers under one pretext or another are reported 
to be on foot, it was deemed not inappropriate to reiterate 
her policy at this time.** 

The particular reason for this “ calculated indiscretion,” 
which was echoed by the Japanese ambassador in Berlin, 
seems to have been the desire of the Japanese to put a red 
traffic light between China and certain measures of technical 
assistance which the League was proposing to afford that vast 
and unorganized country. The Chinese Government was 
convinced — and rightly so — that expert foreign assistance 
and credit were essential requirements for the success of their 
plans for a modem China. 

The general reasons for Japan’s resumption of the poUcy of 
aggression have already been outUned in this chapter, and to 
them may now be added the following considerations which 
weighed hea\dly with the mihtary party in Tokyo in 1934: 

{a) There was to be a naval conference in 1935, and Japan 
had already stated that she would demand parity 
with the U.S.A. and Great Britain on that occasion. 

{b) In 1935 Japan’s withdrawal from the League would 
become definitive, and what would then be her 
position as regards the mandates she held over 
the Pacific Islands ? 

(c) In 1935 the Russian second Five-Year Plan would be 
completed, and the Japanese believed that Russia 
might then be strong enough to try to settle accounts 
with Japan in the Far East. 

For all these reasons Japan endeavoured by every means 
in her power to create a Far Eastern Monroe Doctrine 
and to keep Western influence out of Eastern Asia. 

During 1934 it seemed as if Japan was preparing for war, 
and the high proportion of national expenditure spent on 
the fighting forces is shown in Table I on the next page. . 
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Date 

1933- 34 . 

1934- 35 . 

1935- 36 . 


TABLE I 
Total Expenditure 
Yen 2309 million 
„ 2142 „ 

V 2123 „ 


Military Services 
852 

937 

1021 


A substantial increase in Japan’s Air Force was in hand,^ 
actuated no doubt by “ intelligent anticipation ” of the 
tremendous damage which might be inflicted on the densely 
populated areas of industrial Japan by Russian bombing 
planes from Eastern Siberia. 

The reaction of Great Britain and the U.S.A. to the 
Japanese reiteration of her special rights was extremely un- 
favourable, and statements made in the House of Commons 
and the State Department at Washington made it clear 
that these Powers were not prepared to accept the Japanese 
claims, and that they stood firm by the Nine Power Treaty 
and other international agreements governing the rights 
and duties of states in the Far East. Brave words but hollow 
sounding, in view of the failure of the Powers to restrain 
Japan in Manchuria. 

Relations between Japan and the industrial Powers of 
the West were further exacerbated during 1934 by the 
question of commercial competition. 

As we have seen earlier in this chapter the rapid growth 
of her population forced upon Japan that policy of intensive 
industriahzation to which the acquisition of raw material 
producing areas on the Continent of Asia was an obvious 
corollary. The pressure of economic necessity provided 
the pretext, if not the justification, for the Japanese policy 
in Manchukuo which we have just described. This pohey 
was fraught with economic consequences which threatened 
mtemational commerce with a problem second only in 
importance to the dangers which Japanese pohey introduced 
into the sphere of international pohtics. 

Thanks in part to a depreciated yen, in part — but by no 

^ In February 1935 it was mnounced that m 1935-36 Japan proposed to spend 
270 million yea million approximately) on naval and military air armaments. 
(Sec The Ttmes, February i9tn, 1935.) 
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means solely — ^to low labour costs, and in part to extremely 
efficient organization, the Japanese textile industries, par- 
ticularly cotton and rayon, gained a rapidly increasing 
share of the world’s markets during the closing years 
of Our Own Times. Japan entered upon a new age in 
industrial production unencumbered with out-of-date plant 
and equipped with the latest type of machinery, bought to 
a large extent from her Western rivals. She also enjoyed 
a great advantage in that her industry, together with her 
shipping and banking, was in the hands of a very small 
number of wealthy families. 

When it became evident by the decHne in her sales of raw 
silk, one of the main branches of Japan’s export trade, that 
silk produced direct from wood fibre was about to oust silk 
produced from leaves through the medium of the silk- 
worm, Japan turned to the production of rayon. Between 
1924 and 1 93 1 her rayon output increased from i -4 million lbs. 
to 47*5 million lbs. One of the immediate results of this was 
the dechne in the Itahan silk industry, and it is significant that 
the first task which awaited one of the newly formed Fascist 
Corporations was that of investigating the whole position of 
the Italian silk industry in the light of Japanese competition. 

In Great Britain similar anxieties were felt as to the fate 
of the Lancashire cotton industry. Between 1930 and 1932 
Japanese cotton exports increased from ^290 million to £312 
million. During 193 3-34 pressure was brought to bear upon 
the National Government in Great Britain to counter the 
Japanese menace by means of tariffs ; but the situation was 
by no means as simple as it appeared. In the first place. 
Great Britain had a so-called favourable balance of trade 
payments with Japan ; and secondly, those who suggested that 
steps should be taken to persuade some of the Dominions, 
notably Austraha, to put up barriers against cheap Japanese 
exports, forgot that to the British Dominions in the Pacific 
area the Far Eastern market, including Japan, was already of 
very considerable importance for their exports of wool and 
agricultural products, and was Hkely to become even more so 
when and if the standard of Uving of the teeming millions 
of the East was raised, as raised it must be in due course. 
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Moreover, it was not inconceivable that if the agricultural 
exports from Australia and New Zealand to Great Britain 
were substantially checked by the development of home 
agriculture in the United Kingdom, these Dominions 
would try to become the dairy farms of the Far East. 

In response to the agitation in Lancashire the National 
Government in 1934 decided to regulate by quotas the 
import of cotton goods into Great Britain and the Crown 
Colonies, and it was hinted that action of a similar kind 
might eventually be taken with regard to imports of rayon. 
These measures in so far as they tended to intensify the 
competition between Japan and Lancashire in the remaining 
markets of the world seemed unlikely to provide any 
permanent solution of the problem, a problem which could 
in die long-run only be solved by Lancashire itself. It 
seemed unlikely that Lancashire would ever again occupy 
the dominant position which was hers during the nine- 
teenth century, but diere was no reason to suppose that when 
certain very necessary reforms had been made in the whole 
structure of the British cotton industry, that industry would 
not be able to obtain its proper share of the world markets, 
especially if it realized that in all probabihty the cheaper 
counts will be manufactured in India, China, and Japan, 
and that the higher grade of manufacture was the proper 
and natural outlet for the skill and perfection of British 
manufacture. 


Conclusion 

At the end of Our Own Times the Far East shared with 
Central Europe the unenviable distinction of being one of 
the two areas in which the dangers to world peace seemed 
to be most real. 

Moreover, the fact that in the Far East the webs of 
politics and economics were composed of strands which 
linked together London, Canberra, Moscow, Washing- 
ton, Tokyo and Peiping (Peking) demonstrated beyond 
dispute the interrelationship of the principal states of the con- 
temporary world. It was largely the menace to Russian 
interests of Japane,sc pohey in Asia which had caused 
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tlussia to seek the shelter of the League, a move in 
some ways analogous to that of the superstitious atheist 
who thinks there can be no harm in saying a prayer or two 
in moments of stress. Similarly the American recognition 
of the U.S.S.R. on November 17th, 1933, was influenced 
to a considerable extent by Japanese behaviour in the Far 
East. 

At die preliminary conversations on naval matters held 
between the U.S.A., Japan and Great Britain in London 
during the autumn of 1934, the Japanese insistence on 
parity with the two great naval Powers threatened at one 
time to cause serious differences of opinion between 
Washington and London, as it was suspected in America 
that Great Britain was trying in some way or other to 
revive the Anglo-Japanese Alliance. The Japanese held fast 
to their insistence on naval parity, and as neither Great 
Britain nor the United States would accept the claims, the 
conversations came to an inconclusive end in December 
1934. On December 23rd, 1934, the Japanese gave formal 
notice of their intention to terminate their adherence to the 
Wasliington Naval Treaty. 

In Cliina, in 1934, the slow but steady extension of the 
authority of the Central Government had been brought 
almost to a standstill by the impact of the world crisis, and 
by those disturbed political conditions which the President 
of die Executive Yuan, Mr. Wang Ching-Wei, summed 
up as follows 1 : 

“ China is still dominated by feudal militarism. The 
people enjoy, generally speaking, very few rights ; they 
arc still far from the constitutional period, suffering under 
the oppression of a predatory militarist regime. Even 
under me nose of die Japanese invasion, amied forces have 
been utilized for the purpose of settling internal differences ; 
and, in the last fighting in Szechuan alone, between 
40,000 and 50,000 casualties were suffered. And while 
the Central Government is getting stronger every day, it 
is yet unable to exercise the full force of its authority over 

^ See Survey of International Ajjairs^ 1933 , P- A^l' 
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the whole of the RepubHc, being in many parts hampered 
by the prevailing system of regional independence.” 

It should be here recorded that the effects of the World 
Economic Crisis did not reach China until 1932 for an unusual 
and interesting reason. As has been frequently mentioned 
in this study, the principal cause/effect of the crisis was the 
fall in the price level whilst costs of production lagged 
behind. The disparity between high costs and low prices 
abolished hopes of profit and caused economic activity to 
shrink and shrivel. But up to the end of 1931 prices did 
not fall in China, because her currency was based not on 
gold but upon silver, and as gold appreciated in terms of 
commodities {i.e. the price level fell in countries whose 
currency was based on gold) so silver depreciated in terms 
of gold, and as in China prices were expressed in silver they 
remained stable and even rose shghtly. But after 1931 
when the ^ and the yen and dollar all left gold, the 
Chinese dollar began to appreciate — with serious effects on 
the Chinese export trade and a depressing effect upon her 
internal prices. 

The above analysis is important because the experiences 
of Cliina between 1929-34 seem to prove that a rising 
price of silver is not economically favourable to China, and 
it remained to be seen in 1935 whether the American policy 
of artificially raising the price of the metal in response to 
pohtical pressure from the silver group in the Senate might 
not produce serious consequences for China. ^ 

Nevertheless, it seemed probable that as the crisis passed 
away China would resume her slow progress towards 
unification on the Western model. Whilst in 1935 the long- 
distance future of China was full of promise, especially as 
and when she could once more attract foreign capital, the 
national destinies of Japan were overshadowed by the 
possibility that at some date in the Times to Come she 
might have to pass through a period of violent internal 
readjustment preceded perhaps by serious economic diffi- 

^ The consequences proved so disastrous that in November 1935, following 
an advisory mission under Sir F. Leith Ross, China had to abandon the silver 
standard. 
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culties. Japan in the East had defied the feebly organized 
forces of the Great Society, even as Germany had done in 
the West. Whether or not these defiances would in due 
course bring retributions could not be known in 1935.^ We 
shall content ourselves with expressing the view that we 
believe that in both cases it will be found that in the long-run 
all roads lead to Geneva. 

^ For the Sino-Japanese conflict of i937‘-38 see Oiapter XXXV, pp, 813 et seg. 
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ECONOMIC RELATIONS (193I-34) 

" Tyme., the truest Schoole-Mistresse, hath taught all ages that no 
penalties nor poHcie, could yet interpose between ye Merchant and his 
profitt.” — William Sanderson 

(Gentleman, Citizen and Merchant of London). 

“ However gradual may be the growth of confidence, that of credit 
requires still more time to arrive at maturity.” — Disraeli. 

1 

(a) Introductory 

I T was ill July 1931 at London that the Seven Power 
Conference, convened in order to extend credits to 
stricken Germany, was wrecked by the refusal of France to 
assist Germany except in return for pohtical concessions. 

When this Conference failed, an expert Committee was 
summoned to meet at Basle under the auspices of the Bank 
for International Settlements, in the hope tliat the experts 
might, in some way or other, succeed in that task of obtain- 
ing credits for Germany wliich had proved beyond the 
power of the statesmen. 

The Basle Report appeared on August i8th, 1931, and said 
two things : 

(i) That only long-term loans would be of any use to 
Germany. 

(2) That there could be no hope of investors having any 
confidence in Germany until political mistrust had 
been removed and an assurance been received that 
Germany’s reparation payments should not be on 
such a scale as to endanger her financial stability. 

The Germans objected to these conclusions on the grounds 
that they assumed that some reparations would continue 
to be paid; the French objected on the grounds that a 
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diminution of reparations as fixed by the Hague Plan 
figures was suggested.^ 

The British Government was anxious to follow up this 
Report by an International Conference, and suggested it 
should meet at Lausanne in January 1932, But meanwhile 
a series of events had occurred which eventually necessitated 
the postponement of the Conference until June of that year. 

In September 1931, as we have related at the end of 
Chapter XX, the gold pound died of nervous exhaustion, and, 
in its death, brought down many tall trees and lesser sapHngs 
in the forest of the world’s gold-standard system. It also 
exposed the United States dollar to the full blast of the 
financial crisis and a flight from that currency began to take 
place. Over $329,000,000 worth of gold left the U.S.A. 
between the end of September and the 22nd October 
1931, on wliich day M, Laval, the French Prime Minister, 
landed in the U.S.A. on a buccaneering visit to President 
Hoover. 

On October 25 th a joint statement was issued by President 
and Premier in which occurred the following passage : 

“ Particularly we arc convinced of the importance of 
monetary stability as an essential factor in the restoration 
of normal economic Hfe in tlie world, in which the 
maintenance of the gold standard in France and the 
United States will serve as a major influence.” 

The upshot of tliis visit was that in return for an assurance 
that France would not increase the drain of gold from the 
U.S.A. by withdrawing her short-term money, America 
undertook to remain on the gold standard and also to 
modify her opinion on the subject of war debts by admitting 
some relationship between war debts and reparation pay- 
ments. Both categories of debts were, it will be remembered, 
in cold storage for a year under the Hoover Moratorium, 
but this new Franco-American understanding was of great 
importance when the question of what was to happen on 
the expiry of the Moratorium came to be discussed. 

It may be asked why it was that the United States, whose 

^ See Cliapter, XV pp. 339 et 
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Chief Executive had taken the initiative in June 193 1 With 
the moratorium proposals, had not followed up this good 
work by initiating a Conference which might hope once and 
for all to settle the international bugbear of inter-govem- 
mental debts? The answer to this question provides a 
striking example of the dangers of assuming a continuity 
in the foreign policy of the U.S.A. When Congress met 
on December loth, 1931, President Hoover was obHged to 
bring before it for ratification his moratorium proposals, 
accompanied by a suggestion that the World War Foreign 
Debt Commission ^ should be reconstituted with a view to 
scaling down the debts owed by Europe to the U.S.A. If 
was clear that President Hoover desired to make his mora- 
torium the basis for a further effort at international co- 
operation, but in the six months which had elapsed since 
June, the economic situation in the U.S.A. had gone from 
bad to worse ^ and Congress was in no mood to make any 
further sacrifices for the sake of the foreigner. A great deal 
of resentment had been caused by France’s quibbhng and 
grudging acceptance of the moratorium, and America was 
already working up for one of those periodic revulsions 
against European entanglements such as that which had 
destroyed President Wilson. This 1931 movement was in 
due course to destroy Hoover, and apparently alter the 
original policies of his successor, Roosevelt. In this mood. 
Congress refused to re-create the War Debts Commission, 
and only ratified the moratorium subject to the qualification 
that “ it was against the pohey of Congress that any of the 
indebtedness of foreign countries to the United States be in 
any manner cancelled or reduced.” 

Thus it came about that the British proposal that the 
Lausanne Conference should meet in January never material- 
ized. Immense difficulties arose with the French, particularly 
when Dr. Bruening, the German Chancellor, hard pressed 
by the Nazi forces in Germany, armounced in January that in 
any circumstances Germany could pay no more reparations. 
Since both France and Germany were to have elections in 
the spring it was eventually agreed that the Conference must 

^ See Chapter XI, p. 135- ® See Chapter XXX. 
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be postponed until June, when it would meet ** to agree on 
a lasting settlement of the question raised in the report of 
the Basle experts, and on the measures necessary to solve 
the other economic and financial difficulties which are 
responsible for, and may prolong, the present world crisis.” 


(b) The Lausanne Conference 

The Conference duly met at Lausanne on June i6th, 1932, 
with the British Prime Minister, Mr. Ramsay MacDonald, 
in the chair. 

The proceedings immediately took on the familiar 
aspect of a tug-of-war between Great Britain, France and 
Germany, conducted, however, on far more moderate lines 
than hitherto. Great Britain took the view that a settlement 
of reparations was an essential preliminary to any recovery of 
world trade, but as a great creditor nation she was anxious to 
avoid the bad precedent of naked repudiation. Germany 
produced the Basle Report in evidence of her claim that in 
view of her economic position further payments on any- 
thing but a nominal seJe were impossible. She was pre- 
pared to contribute towards the economic reconstruction 
of Europe, but was anxious to obtain complete cancellation 
of the reparations’ clause of the Versailles Treaty, which 
contained the obnoxious “War guilt ” admission. Von 
Papen, who had succeeded Bruening as Chancellor,^ backed 
up his case by pointing out that failure to grant these 
concessions and to meet in some way the growing German 
demand for equality of status, would be to give fresh stimulus 
to the Nazi Movement with, probably, disastrous results to 
the cause of peace on all fronts, economic and pohtical. 
France took a firm line about the cancellation of the War 
guilt clause of the Versailles Treaty and deprecated too 
lenient a treatment of German demands, chiefly on the 
ground that a remission of all German payments would 
give her an imfair advantage over competitors who were 
themselves burdened with War debts. But M. Herriot’s 
final speech, in which he said : “ We French, gravely 

1 See Chapter XXVII, p. 555. 
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concerned with the affairs of our own country, have listened 
with emotion to the story of the sufferings of the German 
people with whom we wish to have cordial relations,** 
marks a liigh-water mark in post-War relations between 
France and Germany. 

The Lausanne Protocol, whilst reaffirming the validity 
of the Hague Agreements of January 1930, recognized that 
these Agreements could not be carried out owing to 
economic difficulties. It accordingly set forth a scheme 
under which the only payment to be made in future by 
Germany would be not to governments, but to private 
investors, the charges to be absorbed into her ordinary public 
debt. Germany was to deliver to the Bank for International 
Settlements German Government 5 per cent, bonds to the 
value of three milliard gold reichmarks. These bonds 
were not to be negotiated by the B.I.S. for three years, by 
which date it was held that they could be negotiated without 
endangering the financial situation. 

The Lausanne Conference appeared to have been successful 
in effecting a settlement wliich would “ completely put an 
end to reparations ** in such a manner as — to quote the 
preamble to the Act — “ to create a new order permitting 
the establishment and development of , confidence between 
the nations in a mutual spirit of reconciliation, collaboration 
and justice.*’ 

But hardly had the echoes of the hurrahs died away ere 
rumours were heard that the Protocol was not the only 
agreement reached at Lausanne. These rumours soon 
cry'stallized into the news that the creditor Powers (Great 
Britain, France, Belgium, and Italy) had signed a Gentle- 
man’s Agreement to the effect that the Lausanne Protocol 
for reparations would not be ratified unless and until the 
creditors had reached a satisfactory arrangement concerning 
their own War debts to America. 

This revelation caused intense indignation in the U.S.A,, 
especially as it was laid down in the Gentleman’s Agreement 
that this private pledge between the cx-Allics was not to be 
mentioned in the terms of the Protocol. The Americans 
were convinced that the Europeans were once more trying 
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to get to windward of them, and it was in vain that 
European opinion pointed out that the Laval-Hoover 
conversation had seemed to suggest that America had at 
last recognized a connection between War debts and 
reparations. 

Amongst other recommendations of the Lausanne Con- 
ference, it was agreed that the League of Nations should be 
invited to convene a World Economic Conference, and a 
Committee of Experts was appointed to prepare an agenda 
for this Conference. But before we discuss this event it is 
necessary to say something of another offshoot of Lausanne, 
and that was the Stresa Conference. 


(c) The Stresa Conference 

During the course of the year the continued fall in the 
price level, coupled with the complete cessation of the 
international lending which had previously kept many a 
rickety nation on its legs, produced many situations of virtual 
bankruptcy, especially in Central and Eastern Europe. 
Austria, Hungary, Bulgaria and Greece were all defaulting 
upon their external debt by the middle of 1932, and par- 
ticular scandal was caused by the fact that in the case of 
these countries some of the loans in default had been issued 
under the auspices of the League of Nations. The League*s 
financial experts investigated the national financial positions 
of these countries and made recommendations which may 
be summarized as advice to balance budgets, coupled with 
temporary measures, such as increase of exchange restrictions, 
standstill agreements with debtors, reduction of imports, 
etc. etc., which might result in patching up the situation 
pending the arrival of the long-awaited recovery. It is 
interesting to note that all these short-term remedies partook 
of the nature of those restrictions and artificial controls upon 
the free functioning of the international economic system, 
which the same experts were all agreed must disappear 
before any real and lasting recovery could take place. The 
world was told that the economic system must move its 
arms and its legs if it was to serve humanity, but its arms 
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and its legs were at the same time put into the plaster of 
Paris of tariffs and the splints of currency restrictions ^ lest 
in moving they should fall off the body. 

Of attempts to deal in a comprehensive manner with the 
plight of the nations in Central and Eastern Europe, other 
thii Germany, there was but one ineffective effort. The 
Stresa Conference had two tasks : (a) to overcome the 
commercial and financial restrictions in Central Europe ; 
(b) to deal with the low prices of cereals upon whose 
export the Central European countries depended for their 
existence. 

The Conference met in September 1932. An indication 
of the magnitude of its financial task may be gleaned from 
the following table,- All figures are in millions of gold jT^ : 


Country 

Visible Balance 
of Trade 
(Imports and 
Imports) * 

Public and Private 
External Debts 
{Long and Short 
Term) 

Annual Sum 
required for 
Debt Service 

Austria 

-247 

96-1 

8-5 

Bulgaria , 

2 + 1-8 

28*3 

1-4 

Czechoslovakia 

+ 8-5 

8 o *8 

4-2 

Greece 

-10*3 

95'8 

5-6 

Hungary . 

+ 0-6 

149-6 

9-8 

Poland 

+9-6 

1767 

10-6 

Rumania . 

+ 7’6 

2o8-8 

8-0 

Jugoslavia . 

, — 

129-6 ^ 

4-9 ^ 


“5*4 

965-7 

53*0 


^ Public debt only. 

® A minus sign indicates surplus of imports over exports. 

These eight comitries had therefore to endeavour to find 
^53 million a year with which to pay their debtors, whilst 
as a body they were importing jTsi million worth more of 
goods than they were exporting. 


^ At die beginning of 1935 thirty-nine states and colonies were employing 
ex<di^ge restrictions of various kinds. For details see a remarkable table in 
Monetary Policy and the Depression, Oxford University Press. 7s. 6d, Pp. 
io6 et sei^. 

• Figures extracted from 3 detailed table on p* 88 Survey of International 
Affairs, 1932, 
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Both as regards its financial and its agricultural tasks the 
Conference was abortive. It was indeed clear that the evils 
it deplored in its recommendations were symptoms of the 
world crisis and that it was impossible to deal piecemeal and 
upon a sectional European basis with problems which must 
await treatment at the pending World Economic Conference. 

As a footnote to this account of sectional attempts to deal 
with the crisis, it is worth mentioning that amongst a number 
of localized wriggles to which various European countries 
resorted in order to obtain some alleviation from the boa 
constrictor-hke grip of the crisis was an attempt by Belgium, 
Holland and Luxemburg to form a low-tariff group in 
July 1932. Although the British Government was con- 
stantly proclaiming with one of its two voices that it 
desired to encourage freer trade, and although it was 
about to endeavour to create a low-tariff Empire trade 
group at Ottawa, it did its best to sabotage the proposed 
embryonic Customs Union by proclaiming that it would 
insist upon its rights under the Most Favoured Nation 
Clause. It is pleasing to be able to record that in practice 
His Majesty’s Government seems to have relented in 
their hosolity towards this freer-trade ” baby. A second 
footnote is to the effect that it w^as on December 31st, 
1932, that, almost unnoticed by the slump-ridden capitalist 
world, Soviet Russia brought to a close her first Five-Year 
Pljin. 

(d) The Outlook for ipjj 

Reviewing 1932 as a whole, one may say that although 
it lacked the hectic excitement of the financial crisis of 1931, 
there was something ominous about its quiet gloom. Was 
it a calm before another storm or was it the comparative 
peace of exliaustion to be followed by recovery ? 

Politically, only in Germany was it clear that great changes 
were brewing, although the flouting of the League by 
Japan in the Far East and the deadlock of the Disarmament 
Conference — a deadlock closely connected with the German 
internal situation — ^werc factors which boded ill for progress 
with the organization of peace, 
y I 
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On the economic side there had appeared to have been 
a steady deterioration everywhere except in Great Britain, 
which, as we have seen, was at that date not unfavourably 
placed to take advantage of any recovery which might occur. 
It was also true that the shattering events of the period 
1929-32 had scraped much superfluous fat ofl die economic 
system in the shape of unpayable debts, even though this 
process had not gone so far in the U.S.A. as elsewhere. It 
seemed not impossible that the technical conditions for a 
world economic recovery of a moderate nature were present ; 
that — as evidenced by certain feeble quickenings — the system 
was trying to recover if only men would give it a chance 
to do so. 

The great World Economic Conference billed for 1933 
would clearly provide the opportunity of showing whether 
the will to co-operate for the restoration of world trade 
was really as strongly entrenched in men’s hearts as it was 
on the lips of their statesmen. 

The curtain rose on 1933 and bewildered humanity waited 
expectantly to know its fate. 


11 

The World Economic Con ference 

It will be recollected that the terms of reference of the 
Lausamie Conference included instructions to discuss qot 
only reparations but “ other economic and fmancial diffi- 
culties which were responsible for, and might prolong, the 
world crisis,” and the delegates at Lausanne agreed that the 
League should be asked to convene a world conference on 
“ monetary and economic problems.” At first America 
agreed to participate on condition that both War debts 
and tariffs were excluded, but when Roosevelt was elected 
President of the U.S.A. (November 1932), on a programme 
which included negotiations for reduction of tariffs, American 
participation became easier and was offered on the sole con- 
dition that War debts should be excluded. 

It was generally hoped in Europe that the great victory 
of the Democratic Parry in the American elections, coupled 
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with the tone of the speeches made by the President-elect, 
indicated that Roosevelt would find it easier to collaborate 
with Europe than had Hoover in the days of his decHning 
power. Tliis belief was encouraged by the spectacle of 
Mr. Ramsay MacDonald, the British Prime Minister, 
crossing the Atlantic in order to pay Roosevelt a visit and 
discuss “ preparations for the World Economic Conference 
and the need for further disarmament.” In April 1933 a 
joint statement was issued by the two statesmen which said 
that both Great Britain and the U.S.A. “ were looking 
with a hkc purpose and a close similarity of method at the 
objeaives of the Conference.” The statement then pro- 
ceeded to refer to the need of an increase of commodity 
prices, and of “ constructive work to moderate the network 
of restrictions of all sorts by which commerce is hampered.” 
It was further said that enterprise must be stimulated, and 
after mentioning public works, silver and the ultimate need 
of re-estabhshing an intematioiial monetary standard, the 
communique ended with the phrase : “ The achievement 
of sound and lasting world recovery depends on co- 
ordinating domestic remedies and supplementing them by 
concurrent and simultaneous action in the international 
field.” 

The cynics observed that the President, helpless in the 
grip of vast and uncontrollable forces in America, had 
actually abandoned the gold standard whilst Mr. MacDonald 
was crossing the ocean to join him in creating a common 
front for an attack on the world’s financial chaos ! They 
pointed out that tliis abandonment of the dollar’s golden 
mooring was in no way comparable with the action taken 
by Great Britain in 1931, and that there were no compeUing 
external forces or pressures making the American action 
inevitable. These critics declared that America’s action was 
a breach of international engagements for which the only 
excuse was that the maintenance of the gold content of 
the dollar would interfere with the President’s plans for 
raising internal prices in America.^ 

“ But,” replied the optimists, “ observe the statement of 
1 See Chapter XXX, p. 634. 
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Mr. Cordell Hull, the Secretary of State, who has just 
remarked publicly that it was high time the American nation 
recognized its rcponsibility to lead the world back to freer 
trade.” “ Note also,” chirruped the optimists, “ the words 
of the President himself, the American Man of Destiny, in 
his message to the heads of states (May i6th, 1933), in which 
he said that the purposes of the Conference were — ‘ The 
stabilization of currencies, the freeing of the flow of world 
trade, and international action to raise price levels 
The cynics shook their heads and whispered : “You 
don’t know your America. She is no more capable of 
maintaining a fixed and definite policy over a period of 
time than is die British Empire.” 

Events were to prove the cynics to be right. 

Meanwhile a notable body of experts had been labouring 
for six months to produce an agenda for diis Conference, 
and they presented their Report on January 25th, 1933. In 
the Introduction to this document were set forth the 
symptoms of world economic distress. Here are some 
extracts : 

“ Unemployment has been estimated as involving at 
least 30 inilhon workers. . , . This huge total, which does 
not include the workers’ families or dependants, is 
probably an underestimate. . . . Wholesale commodity 
prices — expressed in gold — ^have declined since October 
1929 by roughly a third; raw material prices on the 
average by 50 to 60 per cent. In the middle of December, 
at Winnipeg, the price of wheat fell to the lowest level 
recorded in any primary market for wheat during 
the past four centuries. Such price-declines . . . have 
thrown completely out of adjustment prevailing costs of 
the various factors of production, have made business 
enterprises generally unremunerative, and have seriously 
disorganized practicaDy all the world markets. 

“ World stocks of agricultural products and of other 
raw materials continue to acaimulate. The index of 
world stocks for 1932 was double that for 1925. . . . 

“ Industrial production has been drastically curtailed 
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particularly in those trades producing capital equipment. 
The depths which have been reached in some instances 
are illustrated by the position of the United States steel 
industry, which, at the close of 1932, was operating at 
only 10 per cent, of capacity, 

“ The internal flow of goods . . . has been reduced to 
incredibly low levels. The total value of world trade in 
the third quarter of 1932 was only about one-third of that 
in the corresponding period of 1929. . . , 

“ Moreover, the quantum of goods in foreign trade 
appears to have fallen by at least 25 per cent. ; by far the 
largest fall on record. 

“ As a result of price-declines and the fall in the volume 
of production and trade, national incomes in many 
countries have fallen, it is estimated, by more than 40 
per cent. The revenues of Governments, as a conse- 
quence, have suffered sharp reductions, while expenditures 
have shown no corresponding decline. The inevitable 
result has been a series of budget deficits wliich, in some 
cases, have reached unprecedented proportions. . . . 

“ Only a handful of countries now retain free and 
uncontrolled gold-standard currency systems. Almost 
half the countries of the world are off the gold standard, 
and, in some forty countries, exchange restrictions have 
been imposed. 

“ Currency disorganization, pricc-dechnes, curtailment 
of trade have thrown into sharp relief the vast and diflicult 
problems of indebtedness with which many, if not most, 
countries are confr<mtcd.* As matters now stand, there 
are countries the total value of whose export trade has 
fallen below the sums required for extern d debt service 
alone. . . . 

“ Three years of world-wide dislocation have generated 
a vast network of restraints upon the normal conduct of 
business. In the field of internal trade, prohibitions, 
quotas, clearing agreements, exchange restrictions — to 
mention only some of the most widely employed forms 
of regulation — throtde business enterprise and individual 
initiative. Defensively intended, and in many instances 
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forced by unavoidable monetary and financial emer- 
gencies, these measures have developed into a state of 
virtual economic warfare. It is not only in the field of 
trade that this tension exists. In the difficult sphere of 
international monetary and currency relations and in the 
world capital markets, free international co-operation has 
given place to complex and harassing regulations designed 
to safeguard national interest. If a full and durable 
recovery is to be effected, this prevaiUng conflict of 
national economies must be resolved. 

“ The measures to be adopted to this end constitute 
the problem which the Governments must shortly face 
in London. In essence, the necessary programme is one 
of economic disarmament. In the movement towards 
economic reconciliation, the Armistice was signed at 
Lausanne ; the London Conference must draft the 
Treaty of Peace. Failure in this critical undertaking 
threatens a world-wide adoption of ideals of national 
self-sufficiency which cut unmistakably athwart the lines 
of economic development. Such a choice would shake 
die whole system of internadonal finance to its founda- 
tions, standards of living would be lowered and the social 
system as we know it could hardly survive. These 
developments, if they occur, will be the result, not of any 
inevitable natural law, but of the failure of human will 
and intelligence to devise the necessary guarantees of 
political and economic international order. The responsi- 
bility of Governments is clear and inescapable.’’ 

In order to deal with these questions, the Agenda of the 
Conference was divided into two main divisions — financial and 
economic. Each division embraced three subjects, as follows : 

1. Monetary and Credit Policy . — ^The Conference was 

recommended to restore the gold standard. 

2. Prices , — Steps should be taken, calculated to raise prices 

and so reduce the disequilibrium between prices and 

costs and lower the burden of debt. 

3. Rjesumption of the Movement of Capital — ^The importance 

of the resumption of foreign lending was stressed. 
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4. Restrictions on International Trade, 

5. Tariffs and Treaty Policy. 

6. Organization of Production and *Trade. 

As we have already remarked, within a few months of 
the publication of this document, the domestic situation in 
the U.S.A. and its repercussions on the international eco- 
nomic pohcies of the President had greatly altered, and for 
the worse, the already chaotic state of the world’s inter- 
national monetary system. On the other hand it had 
long been clear that France, as the centre of the group of 
nations wliich clung tenaciously to the gold standard, was 
convinced that notliing could or should be done to reduce 
tariffs until the exchanges had been stabilized — in fact, if not 
in law. Moreover, as the day drew near for the opening 
ceremony, so also did the day when War-debts payments 
were due from Europe to the U.S.A. In June 1933 nearly 
six months had elapsed since Great Britain and France (and 
other debtors) had sent Notes to the U.S.A. requesting a 
reduction of their debts. No reply had been received — a 
delay due no doubt in part to the confusion caused by the 
change in the American administration.^ In addition to this 
perplexity, the German economic situation was deteriorat- 
ing, and on the eve of die Conference the Germans announced 
a grand default in the shape of a moratorium on all private 
and pubhc long-term debts contracted before July 193 
Finally, the delegates — trailing clouds of national self- 
sufficiency as they came — converged from all parts of the 
world into London in order to dehberate at a Conference 
designed to promote international interdependence 1 

Was it chance, or some god with a sense of humour, or 
merely a cynically-minded student of foreign affairs in the 
British Office of Works, who arranged that the venue for 
such a Conference at such a time should be the Geological 
Museum, South Kensington. 

^ It was announced on June i4tli that America would accept “ token pay- 
ments ” as evidence of no default. France and other debtor countries made no 
payment. Great Britain transmitted $io million in silver. Finland paid in full 
($148,591). In Decemher 1933 Great Britain made a further token payment 
of million. 

* See Chapter XXVII, p. 569. 


685 



Our Own Times 


It already seemed posable that the Conference was either 
two years too late or five years too early, when on the 12th 
Jime His Majesty King •George V rose to his feet and in- 
augurated one of die most comprehensive and imposing 
international gatherings ever recorded in history. 

He said : I appeal to you all to co-operate for the 

ultimate good of the whole world. ... It cannot be 
beyond the power of man so to use the vast resources of the 
world as to ensure the material progress of civilization. . . . 
There has come a new consciousness of common interests to 
the service of mankind.’* 

The King left the Conference, and its President, the 
British Prime Minister, addressed the delegates. He told in 
eloquent tones of how “ The fate of generations may well 
depend upon the courage, the sincerity, the width of view 
which we are to show. ... We must not fail,” 

The first few days were occupied by die business of 
“ outlining narional posidons.” The French plumped 
for the rapid restoration of the gold standard, so did 
the Italians and Poles. But these nations had not much 
to say about tariffs. Mr. Neville Chamberlain, speaking 
for Great Britain, said that many things were desirable, such 
as a reduction of tariffs and a return to gold, but at that 
moment their desirability was in almost inverse ratio to their 
practicability. In other words. Great Britain did not 
show any signs of desiring to descend from the top of that 
fence between the free-trade and the planned-trade world 
upon wliich the National Government had assumed a 
waiting and watchful position. Mr. Cordell Hull, for the 
United States, demanded a reduction of tariffs. At this 
juncture (June 17th) news leaked out that the Central 
Banks of Great Britain, France, and the United States were 
planning a temporary exchange stabilization agreement. 
This information produced a slump on die New York 
stock-market, whose optimism was rising on the expectation 
of a “ commodity dollar.” It also produced a statement 
from Roosevelt that these stabilization proposals were quite 
unacceptable to him. From this moment the American 
delegation in London was in a state of complete confusion . 
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Its members contraicted each other and were severally and 
jointly contradicted by the President. It seems clear that 
by this time the American President was convinced that his 
only interest in the World Economic Conference was the 
negative one of ensuring that in its Councils his repre- 
sentatives did nothing which would bind the U.S.A. to 
economic international co-operation. Mr. Ramsay 
MacDonald exercised all his atmosphere-creating powers to 
avert a breakdown. He denied that the situation was 

cloudy or uncertain,” and on June 23rd, at a Press meeting, 
he declared in regard to rumours of an adjournment that 
“ a more foolish suggestion at tliis moment cannot be 
imagined.” On June 30th a compromise-statement 
between gold and non-gold monetary poheies was drawn 
up by all concerned, including the Americans and Professor 
Moley — one of the members of the Presidential brain-trust 
who had been sent over from Washington to keep the 
official delegation in order. The response which this 
statement drew from President Roosevelt was staggering. 
He spoke of the proposal (to aim at stabilization) as being 
made the excuse for the continuation of the basic economic 
errors that underlie so much of the present world-wide 
depression ” ; of the “ specious fallacy of achieving a 
temporary and probably artificial stability in foreign 
exchange ” ; of “ the old fetishes of so-called international 
bankers ” ; of the need of balancing budgets and “ abiHty 
to service Government debts.” ^ It was clear both by the 
manner and matter of the latest Ukase from the White 
House ^ that the Conference was beating the air and wasting 
the time of its members. The French said so pohtely 
but firmly, and the Conference foundered irretrievably 
upon the rock of currency stabilization. In the words of 
the Soviet delegate, M. Maisky, the Conference became 
“ deeply penetrated by one fundamental mood — adjoum- 

^ When the President addressed these last two irrelevant homilies to Europe, 
the American deficit was the largest in the world (about $800 million), whilst 
America had also dishonoured her obligation to pay interest in gold to foreign 
bondholders. 

To be strictly accurate tliis astounding document was written by the President 
himself whilst isolated from his officials on board the cruiser Indianapolis. 
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ment.” The “ foolish suggestion ” of June 23 rd became 
an accomplished fact on July 27th when the World 
Economic Conference adjourned sine die , . . and that was 
that. The way was now clear for a further outburst of 
economic nationahsm, and the nations retreated into their 
national zarebas, from the fastnesses of which they hurled at 
each other quotas, exchange restrictions, and other impedi- 
menta to world trade. Many of these weapons are similar 
in behaviour to the boomerang of the Australian aboriginal 
— ^like Western man {circ. 1933), a primitive creature — 
which returns upon the thrower. 

The conclusion of this abortive Conference was also the 
occasion for two declarations of currency pohey. One was 
made by the gold standard countries, in which they declared 
their unshakable resolve to adhere to the gold standard; 
the other was made by the representatives of the British 
Empire states. This latter was a cautiously worded docu- 
ment stating the desirability of stabihzing the Empire 
exchanges, which in years to come may be seen to have 
had considerable significance as a characteristically vague 
and tentative starting-point of an all-British monetary 
pohey. The one man who most certainly looked back 
with satisfaction upon the seven weeks during which the 
Conference laboured to its inglorious close was M. LitvinofF, 
tlie Russian Foreign Minister. At the Conference itself he 
made a speech in which he pointed out with undeniable 
logic that the world crisis was fundamentally one of under- 
consumption. His remedy — greeted with polite scepticism 
by his fellow-delegates — was the advance to Russia of 
enormous credits which would, he averred, permit her 
to absorb about a billion dollars’ worth of goods. He 
was probably right, but in all such transactions the question 
of the liquidation of the debt is the cause of hesitation 
on the part of the owners of capital. But it was not 
in Conference matters that M. Litvinoff scored his suc- 
cess. He took advantage of the presence in London of 
the world in session to conclude a series of non-aggression 
pacts and treaties between Russia and all her border 
neighbours. They were agreements which dealt in a 
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very practical manner with the vexed problem of defining 
the aggressor and also bore witness to the growing inter- 
national prestige of the Soviet Union, a prestige which 
was to be further reinforced when a few months later that 
country received official recognition from Spain and the 


Conclusions 

The spectacular failure of the Economic Conference, 
whose solitary achievement of any importance was an 
agreement by the principal wheat-exporting countries to 
limit their exports during the next twelve months,^ con- 
vinced the world that, for the time being, there was Httle 
hope of seeing a restoration of anything resembling the 
nineteenth-century type of Free Trade international econ- 
omy. Its failure served as an encouragement to the advocates 
of economic nationalism, and “ economic rearmament ” ^ 
was resumed. The world-wide tariff truce, which had been 
adopted at the suggestion of the United States a few weeks 
before the Conference opened, was promptly abandoned by 
all states of importance, and in the fields of both commerce 
and finance the swing towards self-sufficiency and isolation 
was accelerated. In finance the Annual Report of the Bank 
of International Settlements summed up the further deterior- 
ation in the international fmancial situation by stating that this 
period was marked by a series of “ retrograde developments 
and was remarkable for more moratoria, more transfer im- 
pediments, more artificial clearings, more gold hoarding 
than any year on record, more conversion of foreign 
balances and their repatriation into the home currency or 
in gold by private and central banks, an almost complete 
cessation of new long-term lending abroad and a further 
limitation or reduction of the volume of short-term credit.” 

The failure of the World Economic Conference was 
followed by an outbreak of commercial treaty-making 

^ An agreement subsequently broken by the Argentine. 

® See World Economic Survey, 1933-34, P- 15. 
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and trade agreements which, though they contained the 
Most Favoured Nation Clause, also included various 
devices such as quota arrangements, regional preferences and 
“ special understandings which, in fact, confined the 
advantages of the arrangement to the two countries between 
whom each agreement was concluded. 

But to describe this intensification of nationalism is to tell 
but one-half of the story. On the other side must be recorded 
the fact that looking backwards from the vantage point 
of 1935 it is clear that in many parts of the world the 
fury of the economic crisis had spent itself at the end of 
1932. From that time onwards there were some evidence 
of recovery in all those parts of the world which had 
depreciated their currencies either from necessity or from 
choice. It is arguable that the recovery in the “ sterling 
area ” was achieved to some extent at the expense of the 
gold-standard countries, because as soon as a country 
went off gold its exports became cheap in the world 
market as compared with those still priced in the gold 
currencies ; but it is almost certain that the depreciation 
of the ^ and later on of the dollar were very important 
factors in reducing the real burden of the world^s debt 
structure. For example, whereas in 1930 a German 
debtor who owed jQi in London thought of it as a debt 
of 20 marks, after 193 1 it became a debt of about 14 marks. 
We have already indicated in this study our behef, that 
amongst the many causes of the crisis, one of the most im- 
portant was the over-topphng effect on the stability of the 
world’s economy of a great structure of debt, internal and 
external, which became progressively more grievous and 
onerous as prices fell. Any reduction of tins debt tended to 
make it easier for the national forces of recovery to assert 
themselves. ^Not only was debt reduced by currency 
dg)reciation, but as we have seen, it was also reduced by 
conversion schemes, by defaults, and, in the case of repara- 
tions, by international agreement at Lausanne. 

Fmally, it is necessary to bear in mind that aU over 
the world there were thousands of individuals who, in 
season and out, struggled to adjust themselves and their 
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busings to the rapidly changing conditions of the tim<J^. 
They may be compared to soldiers of the British Ex- 
peditionary Force in 1914. Those soldiers were trained in 
open warfare, in operations of freedom of manoeuvre; 
by 1915 they were in trenches and involved in a type of 
static warfare. They adapted themselves to those con- 
ditions and evolved a new technique. Similarly, the 
business man of 1931-34 had been brought up to operate 
in a world whose economy was more or less Free Trade and 
laissez-faire. He found himself at the end of the crisis in a 
world bristling with the barbed wire entanglement of 
quotas, tariffs, exchange restrictions, bilateral agreements, 
embargoes and similar obstacles to trade. He found himself 
in a world in which the Government interfered more and 
more in his business. He adapted himself to these new 
conditions and made the best of what seemed a bad business. 
We shall venture to carry the analogy a httle further and 
say tWs : 

The thoughtful alhed soldier of 1915-18 realized that the 
ultimate purpose of his activities must be to advance, and 
in 1918 he did advance, but by methods and in a manner 
undreamt of in his philosophy of 1914. Similarly, the 
thoughtful civilian of 1931-34 reaUzed that the purpose of 
commerce was the exchange of goods, and we believe that 
by T935 an advance in this matter had begun to take 
place, but by methods and in a manner quite different from 
those once believed to be fundamental to the prosperity of 
world trade. 

Just as in the War the years 1915-18 were the time of 
“ crisis during which new methods were evolved to 
achieve the underlying purpose of the struggle, so the 
period 1931-34 with its experiments and improvisations 
marks a crisis in the development of economic intercourse 
between national groups.^ 

The World Economic Conference might not have been 
such a failure if those who controlled its destinies had 
appreciated that already the first pale rays of the sunshine 
of recovery were gleaming on the horizon. 

^ This point is further discussed in Chapter XXXVII. 
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Hite «sifTdr imfornins^c but wb^y wderstmilabl^ 
bacaoilt* contraiy to all the teachings of the past» this stin 
was iMng not in the East of Free Trade and kissez-^fdre^ 
but in the West of Planning ; and a sunrise in the West 
is something to regard with misgiving, for it means that 
the world has reversed the direction of its motion ! We 
believe that as recovery slowly gains ground, the compass 
bearing of the sun of prosperity will be seen to be about 
North-East, or, to put the matter less naudcally — ^we shall 
find that the world will settle down into a state of inter- 
national economic activity which, whilst substantially more 
** free ” and “ laissez-faire ” than the present state of affairs, 
will be quite clearly more planned and regulated than the 
kind of unsocialized world in which Great Britain rose to 
greatness during the nineteenth century and which she tried 
to restore dtiring the years 1920-31. 

Nevertheless, though we are able to conclude this 
chapter on a note of restrained hope, the picture would 
be distorted did we not issue both a warning and a 
reminder. The warning is this. Whatever be the pre- 
cise nature of the scmi-socialked states of the future 
and their economic relationships, it will be necessary if 
economic progress is to be made that due weight be given 
to the importance of specialization of function. It is the 
essence of mutually profitable trade that group “ A ” 
should be prepared to rely upon group “ B ** lor some 
commodity which the “ B’s ” can m^e with less effort than 
is needed by the ‘‘ A*s,” and that the “ B’s ” should be 
willing to place a sixnilar dependence on the “ A’s.” We 
will not dmy, in faa we have emphasized throughout this 
study the supreme truth of the statement that man doth 
not live by bread alone, but we also desire to emphasize 
diat if for some non-economic purpose, economic principles 
arc igne^red, the economic price must be paid. 

For half a century previous to 1929 world production 
increased at the rate of approximately 3 per cent, per 
aimum. But during the period 1929-34 it fell by 8 per 
coat. During this same period the gold value of world 
trade to about one-tmrd of what it was in 1929; its 
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ftil by 30 per cent, Tbc pppulation of the wodi. 
contiiwied to inaeasc at its normal rate of i per cent, per 
aimum. There were more people in the world ; there wa$ 
less wealth. The inevitable result was a lowering of the 
standards of living in 1934 sensibly below what they were in 
1929, and substantially below what they might have been 
had there been no crisis. In simplest possible terms we can 
imagine that for every Man had to spend in 1929, in 
1934 he had i8s. ; he might have had £1^ as. 

That difference of 4s. multiplied millions of times was 
the material price of economic nationahsm, and it led to 
profound misery and distress in millions of homes. The 
victims were for the most part unconscious of the cause of 
their misfornmes. They were puppets controlled by forces 
seemingly remote from and incomprehensible to the 
ordinary man as he battled to retain his standards of life. 
But in the last analysis the issue which governed all these 
matters awaited determination in the heart of Everyman. 





CHAPtfiR xxxni 

tOUXtCAL REUlTIONS (193I-34) 

" As half m shade and half in aun 
This worild along its path advances. . . .* 

Thomas Moors. 

I 

I N matters poKtical, as in matters economic the closing 
yean of Our Own Times have witnessed a dualism of 
policy. In the economic sphere we noted that attempts to 
faring about international co-operation, attempts which 
cnlmmated in die World Economic Conference, proceeded 
side by side with what may be described as regional and 
local attempts to restore economic activity. So we shall 
find that in politics the attempt to produce a co-operative 
and world-wide solution of the problem of organizing 
peace through the medium of the General Disarmament 
Conference, was accompanied and succeeded by various 
smaller bites at the cherry ; nibbles which took the form of 
r^onal pacts. We shall begin this chapter with a con- 
rinuation of the story of the efforts to bring about dis- 
armament through the offices of the League,^ and we shall 
conclude it with an account of some of the regional efforts 
to organize peace. 


2 

In the spring of 1931, as the outcome of the lengthv 
negotiations cfecribcd in earUcr chapters, the Sixty-axth 
Sesaon of the Council of the League at long last fixed 
February 2nd, 1932, as the date for the opening of the 
(General Disarmament Conference. It was already clear 
wlm fills dedsion was taken that world economic con- 
diriam. were deteriorating so rapidly that no man could 

f ^ See ChRpfser Xirr. 



wliar imkficciit iiiflucaces would b© broogjbt 
bear upo?i inceimtioiial political relations in general and 
npon tbe task of organizing peace in particalar. We 
have seen in the earlier chapters of this book how the 
financial crisis developed, and we have traced the resnltant 
growth of economic nationalism, the tendencies towards sdf^ 
sufiidency as exemplified in the policies of individual states. 
We have also described how Japan resumed that policy of 
militarist expansion which she had been obliged to abandon 
at Washington in 1922,^ 

It is against this background that we must consider the 
story of the First General Disarmament Conference. Even 
during the year 1931, when the final preparations were 
being made, there were ominous developments, one of 
which was the fact that on May 19th a new German battle- 
ship — the Deutschland — entered the water at Kiel. This craft 
was a veritable cat amongst the pigeons. By the Treaty of 
Versailles, Germany was Hmitcd to six battleships, each not to 
exceed 10,000 tons displacement. By very cosdy experimental 
work, leading amongst other things to a saving of 800 tons 
of weight by substituting electrical welding mr rivets, the 
German naval constructon, with an ingenuity as disturbing 
as it was remarkable, produced a craft armed with six 
il-inch guns, heavily armoured, with a maximtun speed of 
twenty-six knots and a cruising radius of 10,000 miles at 
twenty knots. The 41,000 ton British Hood was one of 
the very few ships in the world capable of mastering this 
monstrous product of the penal clauses of the Treaty of 
Versailles. At the sound of die Deutschland* s name a shudder 
of apprehension vibrated down 3 ie keel of every 10,000 
ton cruiser and of many a batdeship of the world. And 
she was to be the first of six I 

The French Senate immediately passed a grant of £19 
million for the completion of a chain of fortifications on 
the eastern front and the French Admiralty began to plan 
“ a reply ** in the shape of the 23,000 ton Dunkerque, Plans 
Division in the British Admiralty was not idle. 

It was in this uneasy atmosphere that the twelfth Assembly 
* S«e Chuptier XXXI, p. 
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^ U < 5 m<va. At dus time tte wore grappiag^ 

wiA the Central European debacle and the Germans were 
flady rcfiising to continue to pay reparations even on the 
reduced scale laid down in the Young Scheme. The gold 
Standard was collapsing in every direction. At the Assembly 
the Italians proposed an arms truce for one year during 
which the nations should agree not to increase their forces. 
iThis was accepted. 

By the shores of this Swiss lake one could persuade 
oneself that the problem of disarmament was being taken 
seriously, and that it was not altogether impossible to 
suppose that the nations having at mt, after a decade of 
interminable discussion, shilly-shallying and bargaining, 
been forced to face up to the starting gate, there would be 
movement forward when the flag fell in February and 
“Uncle” Arthur Henderson was confronted with the task 
of whipping and cajoling the unruly field down the course. 
For at Geneva the constructors were at work upon the 
Special hall which was being built for the Disarmament 
Conference ; the Secretariat were examining and co- 
ordinating the immense mass of documents bearing on 
the multifarious aspects of disarmament, including the 
national memoranda colleacd during the summer of 1931. 

But these were illusions fostered by the Geneva atmo- 
sphere. In faa, the centre of gravity of the world’s political 
and economic mass was no longer at Geneva. In the 
autumn of 1931 the Japanese had invaded Manchuria and 
were still defying the League as the delegates concentrated 
on Geneva in January 1932. In Germany the Nazi Mov<s 
ment went from strength to strcngdi. At Ottawa, Great 
Britain struggled to preserve her economic independence 
from Canaman assaults. In the U.S.A. the inhabitants of 
[God’s Own Country began to suspect the existence of 
God’s Own HeU* The World Economic Crisis spread across 
world like a plague and the price level fell and fell. 
Hiose high hopes of 1926 now seemed to be mocking 
mankind. It was against this gloomy background that on 
February 2nd, 1932, flbe curtain rose at Gmeva upon the 
long-awaited World Disarmament Ccmference. 
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II 'WU a fetave dbow to see the ddegates from some sb^i 
nadotis sitting in the new hall. Hic whole world sitting inf 
council to disarm ; not even excluding the Japanese, thosel 
infinitely courteous, smiling and correct little men whosel 
armies and aeroplanes were at that very instant spreadingf 
death and destruction on the territory of the Chinescl 
gentlemen sitting at a decent distance from their fellow4 
Orientals. 

The President, brilliantly served by the League Secretariat 
and by the able, indefatigable, optimistic Philip Noel Baker, 
rose to his feet. The gigantic and tragic farce had begun. 

It was ominous that the opening speech of the President, 
Mr. Henderson, should have been delayed for an hour 
pending the conclusion of an emergency meeting to discuss 
a critical development in the Sino-Japanesc dispute. The 
shadow of the triumph of force in the Far East lay heavy 
on the first phase of the Conference. Yet in spite of wavering 
confidence in the ultimate triumph of justice there was 
an outburst of public opinion in support of the principles 
of disarmament in the months prior to the opening of the 
Conference. Mass meetings were held in Great Britain, 
France and the United States, and one of the first acts of the 
Conference on its assembly was to consider a mountain of 

S ilar petitions amongst which was one bearing eight 
on signatures emanating from the Women*s Inter- 
national League in fourteen countries. 

The first phase of the Conference lasted from Februaryl 
2nd to July 23rd, 1932. The basis of discussion was thel 
Draft Convention, the fruit of ten years’ work. 

No figures were given for the size of military forces,* 
except that the limitations of the Washington and London 
Treaties were quoted by way of illustration. All it claimed 
to do was to provide a firamework for the limitation of all 
forms of armaments into which the Governments repre- 
sented at the Conference could insert agreed figures of 
military personnel. 

It laid down a common basis for the computation of 
military efiectives and the period of military service. 

Hie budgetary limitation of expenditure on all types of 
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#ae iSna<fc as to Ae osc of any paitJOite weapoiw dFIteif 

HgmeiI global tonnage was adapted a$ the method of 
itottiiig & size of naval forces, and with regard to aepo-^ 
planes the edmion was to be the nmubet ma total hoi$o^ 
power. It also recommended chat precatidom be tahen to 
prevent the incorporation of military features into civil air* 
mft. Finafly, a Permanent Disarmament Commission was 
to be appointed to maintain continuous supervision of the 
working of the Convention. 

f As nas been previously stated, this Draft had been 
accepted subjea to innumerable reservations by the Govern- 
ments concerned, and in the case of Germany acquiescence 
in principle was combined with repudiation in every 
detail. The chief stumbling-block from die German 
standpoint was danse numb^ fifty-three, in which it 
was provided that “the present Convention shall not 
affect the provision of previous Treaties under which 
certain of the High Contracting Parties have agreed to 
limit their land, sea, or air armaments.” Count Bem- 
storff s comment on this was that to accept it would be 
tantamount to a raie\val of the German signature to the 
disarmament dauses of the Treaty of Versailles.” The 
announcement of this clause was the signal for a Press cam- 
paign in Germany on the subject of equality of status ; and 
^ M became dear, even at this st^c of me Conference, when 
Jt democratic government was still in control of Germany, 
that the only way to secure German co-operation was 
forou^h a measure of general disarmament down to some- 
drnig approaching the German lcvd.\ 

During this first period considerable progress was made 
with sutmdiary questions. A numbet of committees were 
ajppointed to carry out detailed investigations, of which 
the most important was the inquiry into the manuftbcume 
^ sale of armaments. Comi^able time was spent in 
|gM|ig to speeches from all the principal ddegates, in 
whkh the positions of the various eountries were made 



la g«M»«4 % pifit»ft<e 

Miiil4 MttnMMd fiur^c^ un^vijiaa«>m &a. bAr {wyottM 
df WWdi she pr0|»osed to mivm Ilf 

die atttrioii of an mtemAtioaal fotce for use agaiiist ah 
%gresior« 

Dr* firueniag stated in firm* though moderate tmns, the 
German case for equality of status* 

Great Britain and me United States contributed no 
detailed |^ropoSals and dbeir attitude continued to be one 
of opposition to any guaranmcs of security until a genuine ^ 
move was made towards disarmament* 

The suggestions of the Soviet emissary, M. Litvinoff, 
that the work of a Disarmament Conference should be 


based on the principle of general and complete disarmament,^ 
was received with no enthusiasm except by the Turkish 
and Persian delegates. 

Inevitably, in view of this welter of conflicting opinion, 
no agreement was reached during the first phase on matters 
of principle. The Conference had agreed, before it 
achoumed on July 23 rd, 1932, that “ substantial *’ measures 
ot disarmament should be elaborated and that the main 


objective must be the reduction of the possibilities of 
aggression* Confi'ontcd with the task of defining aggressive 
weapons the experts endeavoured to j^rove that every 
conceivable weapon, including tanks, or Chars d'Assaut'* 
as the French rather unfortunately call these mechanized 
monsters, were blamelessly defensive.^ A measure of agree- 
ment was accorded to the proposal for the abolition of air 
bombardment and for the control of civil aviation. A 


Permanent Commission was agreed to and the armaments 
truce prolonged. There were a considerable number <£ 
dissentients, chiefly amongst the states penalized by the 
Peace Treaties, and Germany, unable to secure modification 
of Clause 5J, formally withdrew from the proceedings of 
the Confisrcnce* 

It was obvious chat no further progress could be made 


^ Au ef alrooit camic rrfief was afforded when a British Admiral 

ttemd ^ CcthBmfie tri a speech in which he ai^Ued that hattlefihipa werS 
de£roriv«. A# a Fmmhinim observed : We now know When battleshifte 
ait dt&rive* . . * It it when diey dy the >^ite EnSign or Stars and Striiies.** 
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jimiiC had b<^ devised by iv}ddb the BMsdh 

itishMice <m the inviolability of the dhatinment seokmt 
of the jpcacc Tireaties could be reconciled with the Gentian 
detmnd for c<|uality of status* The next two months were 
spent in a vain attempt to devise such a formula, and when 
mt Bureau of the Conference met on September aist, no 
decision had been reached. 

Ihc second phase of the Conference, which lasted from 
September aist to December 14th, 1932, was dominated 
by anxiety to get Germany back to the Conference room. 
Fresh plans were put forward both by the British and 
French Governments, the only importance of which was 
that in each case attempts were made to tempt the Germans 
back into what to German eyes seciped^_a da]uge|jjp|^,^.ff;;^ 
The French plan in a preamble to a fbitliepSSIoSte scheme 
of sanctions talked of “Progressive equalization of the 
military status of the various countries of common action, 
all question of rearmament being ruled out.^* The last phrase 

significant in view of the important change of attitude 
which had meanwhile taken place in Germany. By this 
time the National Socialist Movement was rapidly 
gaining ground, and the German Notes were couched in 
more aggressive terms. In September the Bureau received 
an intimation from Berlin that in so far as they had failed 
to disarm, die ex-Allicd Powers had broken the disarmament 
clauses of the Versailles Treaty and consequendy released 
Gcrm^ttiy from her undertakings in that respect. To this 
announcement the French retoned with a tu quoque to the 
efrect that the Germans had already infringed the disarma- 
ment section, and the British Fordgn Office took refuge, 
widi singular absence of tact, behind a striedy legal inter- 
j^rctadon of that clause of the Treaty which defined — or 
rather failed to define — the obligations of the victorious 
Powers to reduce dicir armaments. This excursion into 
l^al niceties aroused a storm of protest both amongst the 
iijoaller foreign Powers and a considerable section of the 
Bririlh public. A deputation headed by the Archbishop of 
Cani^iimry visited the Prime Minister to protest against a 
t&ciieditdble evasion of a moral, if not a %al, obl^adon. 
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so 6t as Gotodiaii pmblic opitik^ was c<^ctiied 
ham was dom. 

The toatative British plan, propounded by Mr. Baldwin 
in the House on November loth, included a recognition of 
Germany’s moral claim to equality of status* 

On December iith a big step forward appeared to have 
been taken when the Five Principal Powers, under the 
Chairmanship of the British Prime Minister, evolved a 
formula stating that the principle of equality of rights 
in a system which would provide security for all nations 
^ should be embodied in the Convention containing the 
conclusions of the Disarmament Conference.” Unfor- 
tunately the wording of this declaration which was 
submitted to, but not formally adopted by, the Conference, 
was sufficiently vague to allow of wide differences of 
interpretation. But it served its purpose in so far tha^jj. 
Germany agreed to return to the Disarmament Conference. 

The third, and in many ways the most decisive, phase 
in the life of the Conference opened on February 2nd, 1933. 
At an early stage in its proceedings discussions took place 
on the Russian proposals for the definition of an aggressor. 
These proposals were not adopted by the Conference but, 
as will be seen later in this chapter, they were subsequently 
embodied in a series of treaties between European states. 
The British delegation then put forward suggestions for 
the drawing up of a programme of work, giving a time 
limit to the discussion of die various subjects under review, 
a suggestion promptly seized upon by the French, who 
proceeded to table a demand that discussion of the security 
question be given priority. This attempt to secure some 
sort of quid pro quo for the cr yptie doeWatten -as^o-Geeman 
equality of status met with firm opposition from the British 
and American representatives. 

The opening stages of the third phase of the Conference 
were overshadowed by two important developments in the 
political situation. On February 24th, Japan, having refused 
to accept the unanimous recommendation of the Assembly as 
to the settlement of die dispute with China, gave notice of 
her withdrawal ftom the League. An event of equal signi^i- 
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dbt were firmly mthe saddle* md widespreadapprert 

bmsions were fdt throughout luropc as to the policy wfakh 
liquid be adopted by a Govemmetic which announced that 
Germany caimot fimher be branded as a sccond^kss 
but must be retognieed iu the world as a fiurcor 
of e^ual rights/* These apprcfaenrions were somewhat 
aUayM by a speech made by ChaiK:ellor Hitler on May 
lyth bx which he disclaimed any idiea of resortit^ to force 
mi urged the need of a general disarmament to the German 
ie^elk 

\Otx March i6th Mr. Ramsay MacDonald, in a dramatic 
Ipeech to the Conference, urged the vital urgency of 
Ijfiibg die question of Disarmament from the plane of 
acactenk contemplation to that of objective realities. He 
submitted to the Conference the complete draft of a new 
Disarmament Convention embodying such measure of 
igretment as had been reached to date, and inserting into 
blank framework of the original draft definite figures 
for the limitation of military fewroes. The table of average 
daily effectives gave the U.S.S.R* the biggest army m 
Europe (500,000) and no other state was to have a home 
army of more dm 200, 000* In addition* France was allowed 
aoo*ooo troops stationed in her overseas dependmeies, and 
Itdy 50,000. The period of service was to be firom eight 
to tw 4 ve months. The maadmum sme of land guns was 
fias;ed it 105 mm* (die Oerman limit) for thefriturc* and in 
the meantime at 155 mm. ** the maodmum weight of tanks 
was to be t6 t<ms. Nival armaments were to be siabilked on 
die basis of the Washington and London Treaties pmding 
a Naval Confermce to be held m 1935. As r^ards the air 
arm, the abolition of military aircraft and acrid bombing ^ 
Was accepted in principle, but was made contit^ent upon 
establishment a system of control of civil aviation* 
Aa tffrst instalment it was ^posed that the Great Powen 
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|iottiaial ro<ltictioi3s for the lessor Bowers* On dbe <;iies<i<Kti 
of scoaity tbe British proposals were couched in cautious 
t«Bs. They provideo machinery for a rapid conference 
in cases of emergency berwem states^members of the 
League and non-member stams such as the United States 
and Russia* The idea was to permit the inclusion of these 
powcr&l non-member states in any League Conference 
which might be summoned in the event of a threat of 
aggression. The British proposals were somewhat ncgativdy 
reinforced by a declaration made by the United States that 
if America concurred in the general verdict as to who was 
die aggressor in any given case, she undertook not to 
interfere with such collective measures as might be concerted 
against the offending state. A rather meagre measure of 
support — or rather of abstention from obstruction'— but 
some advance on the former American attitude of rigid 
ncutrality^ji 

A period of five years was prescribed within which effea 
should be given to the provisions of the Draft, and a 
Permanent Disarmament Commission was to be established 
to supervise proceedings. The exact functions of this body 
were limited in the original draft to conducting investiga- 
tions on the reg^uest of any signatory state. It was sub- 
sequendy amended in deference to French opinion to allow 
for automatic and periodic investigations in all countries. 

The British proposals were received with general 
approval and were adopted on March 27th as a Imh of 
discussion and on June 8th as the basis for a future Con- 
vention* The Germans showed signs of recalcitrance on 
the question of short service national armies, but world 
opinion, which viewed with grave disapproval the violence 
of the Nazi r<!gime on the home front, was against them* 
Germany received a further rebuff in President Rooscvclt*s 
message to the heads of stat^ on May I6th. This message 
denounced all attempts at rmmament, strongly recom^ 
mended a time limit for considering reductions, and 
proposed a non-4ggression pact and a general undertake 
to caB a halt in armament production pending reduction 
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to ^ fsmmhed Wdb* Hitler replied urtth a conafeitory 
speedb on May lyth and his representadw was instructed 
to accept the Biit^ Draft as the basis o£ the treaty. 

The proposals reedved a first reading on June 8th, four 
days before the meeting of the World Economic Conference, 
and on June 29th the Conference, already rather over- 
shadowed by the pressure of economic issues, adjourned. 

During the wcdcs that ensued the indefatigable Mr. 
Henderson made a tour of die capitals of Europe in an 
attempt to smooth out outstanding difficulties, such as the 
French reluctance to accept the German description of the 
taism d*ftre of the Storm Troops as “Defence Sport.** 
These conversations were resumed at the twenty-second 
Assembly of the League at which the German repre- 
sentative arrived attended by a detachment of uniformed 
“ sportsmen.** 

On October 9th the Disarmament wrangle entered upon 
a fourth and highly controversial phase. Exactly what 
occurred during the week which elapsed between the first 
meeting of the Bureau on the 9th, and its reassembling on 
die 1401, was, at the time of writing, still wrapped in some 
mystery. The facts as known to the public were that on the 
I4di the British representative made a speech announcing 
cartain modifications in the previous plan, the most im- 
portant of which was the introduction of a probationary 
period of four years before the process of reduction should 
begin, during which period the machinery for inspection 
should be given a trial run. In the meantime Germany 
was forbidacn to rearm, and the other Powers undertook 
not to produce any more of the prohibited weapons. 

As soon as this speech had been made Germany withdrew 
ftom die Conference for the second time, and on the I9di 
announced her withdrawal from the League. The new 
proposali^ were regarded by Germany not only as a breach 
of me Agreement of December 1932, which had given her 
quality of status, but as an indication that the armed Powers 
md no mal intention of immediate disarmament. Whether 
/any profious agreement had been reached on the subject 
Gernyan rearmament, or whether such agreement had 
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bem limiedi to Ac pcrtiimoa to construct prototypes or 
stoples of Ac weapons permitted by Ac oAcr Powm, 
was not clear. After a period of unAuminating and 
most unedifying wordy warfare conducted on platforms, 
m correspondence and on Ae wireless, m Ac course 
of wiiiA Baron Von NcuraA accused Sir John Simon of a 
deliberate mis-statement of fitet, Ac meeting of Ac Bureau 
was eventually adjourned unA January 1934, and meanwhile 
it was dedded that ftirAcr progress towarA disarmament 
would at Ais stage be best assisted by . . . Ae full use of 
Aplomadc machinery.” 

The period between December 1933 and May 29A, 
I934» when Ae Disarmament Conference reassembled after 
several postponements, witnessed an mterchange of visits 
between the representatives of Ae Great Powers punctuated 
by a scries of notes ” and memoranda on Ae subject of 
Disarmament. As the weeks passed it became increasingly 
dear that Ae task of recondiing Ae French demand for 
effective guarantees of security wiA Ae German insistence 
on equahty of status — was weUnigh hopeless. In brief 
outline the course of events was as follows : 

In December and early January Sir John Simon visited 
Paris and Rome with a view to obtaining fint~hand 
impressions of Ae state of French and Italian opinion. At 
Ae end of January 1934, Ae British Government issued a 
Memorandum embodying what it hoped would be a 
compromise between Aese conflicting points of view. The 
BritiA Note contained five important points : 

(а) Partial rearmament for Germany ; 

(б) Partial Asarmament for Ae Armed Powers ; 

(c) A system of control (if all o Aer points were accepte<^; 
{a) A sptem of consultation and discussion in Ae eymt 
of breaches of Ac Convention ; and ^ 

(e) The return of Germany to Ac League of Nations. 

The issue of Ais Memorandum was followed up by Ac 
despatch of Mr. Eden, Lord Privy Seal, on a series of visits 
to Ac capitals of Europe to find out how far it satisfied Ac 
aspirations of each country. These visits were a personal 
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mumph for Mr. Eden, but otherwise had littk result In 
March, Ammea made a further attempt to secure adherence 
to a non-aggression pact, and Italy issued proposals of her 
own. On the 19th the French issued an uncompromising 

S ply to the British proposals and demanded some more 
eedve guarantee ot security than mere adherence to a 
:onvendon. They argued that if the military clauses of 
^he Treaty of Versailles were to be allowed to become 
i dead letter, what was there to prevent the same fate 
overtaking the clauses of a disarmament convention? In 
April Gennany threw fuel on the flames in the shape of an 
increase of 33 per cent, in her miHcary estimates. The 
Bureau of the Conference met on April loth in most 
unpropitious circumstances. In the same month came the 
visit of Signor Suvich, the Itahan representadve, to 
London; and a proposal by the six neutral countries, 
Spain, Switzerland, Sweden, the Netherlands, Denmark 
and Norway, promising adherence to a security guarantee 
in return for a measure of disarmament. 

On May 29th the Disarmament Conference opened in 
an intemadonal atmosphere not improved by a speech 
made at Rome by Signor Mussolini in wliich he extolled 
the bracing effect of war on the national character ! 

Mr. Eden, in a broadcast after the Conference, said that 
t^ British Memorandum of January 29th went too far for 
Ac French and not far enough for the Germans. After a 
week of stormy debate, in which M. Barthou in an im- 
passioned speech once again stated the French case for 
security first, and Sir John Simon maintained that no real 
progress could be made in the absence of Germany, a 
compromise was eventually reached. It was decided on 
June 8th that efforts must be made to persuade Germany 
to rejoin the League; that the Conference should be 
adjourned until the return of Germany; and that in the 
meantime Committees should be appointed to consider 
proposals for pacts of security and non-aggression, the 
problem of guaranteeing the execution of a Disarmament 
Treaty, and the Air Menace and the Traffic in Arms. On 
November 20th the Disarmament Conference in its original 
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form went into liquidation, as a result of a letter from Mr. 
Henderson in which he referred to the diminishing hopes 
of a Disarmament Convention and advised the delegates to 
concentrate on the more modest aims suggested in the 
resolution of June 8th. 

At the end of 1934 it was idle to pretend that the Great 
Conference which had begun nearly three years previously 
had done more than demonstrate the difficulties of its task. 
Technically — ^like the World Economic Conference — ^it was 
still in being, and attempts were being made to salve some- 
thing, such as the international control of the traffic in 
munitions, from the wreckage of what might be described 
ai^its first incarnation, 

iWe said of the World Economic Conference that it was 
either two years too late or five years too soon. The 
Disarmament Conference’s first appearance on the world 
stage was probably about seven years too late. If it could 
have been held in 1925-26 at a time when Stresemann and 
Briand were in control, when economic recovery after th^/ 
War seemed well established, when the spirit of Locarno 
was strong, when Germany was entering the League, it 
might have produced substantial results which in turn 
might have led to a degree of international co-operation in 
the economic sphere. Had such co-operation t j£:en place, 
the slump might have been less severe. But these specula- 
tions are probably too optimistic. The probabilities are that 
in the absence of that moral disarmament wliich is the 
essential prerequisite of any real progress towards the 
abolition of war as an instrumait of policy, any world 
disarmament conference during the post-War period was 
doomed to failure. By one of the ironies of history the 
only effective disarmament conference since the War, the 
World Conference on German Disarmament held at Versailles * 
in 1919, proved to be the primary cause of the failure of the 
World Conference on World Disarmament of 1932-34^ 

Until the spirit winch inevitably inspired the victorious 
treaty-makers at Versailles could be exorcized by education 
and tempered by time, so that the whole question of 
organizing peace could be divorced from the atmosphere 
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of 1P14-18, there could be litde hope of satisfactory results. 
Nor was this the only prerequisite for success. It cannot | 
be too ojftcn repeated that peace as well as war demands f 
sacrifice. The sacrifice for which the altar of peace is ! 
waiting is that of national sovereignty. Unless and until i 
the nations submit their “ sovereign rights ” to the bridle t 
of authority and to the curb of international sanctions, peace | 
will be insecure. 

In February 1935, after the Saar plebiscite had enabled 
the Council of the League to decree the return of that 
territory to Germany, the British and French Governments 
determined to make a fresh attempt to effect a general 
settlement in Europe. French ministers visited London, 
and after a series of discussions it was announced that the 
two Governments were in agreement on a plan wliich in 
summary was as follows : 

(1) That a general agreement should be freely negotiated 

between Germany and the other Powers in con- 
formity with the Declaration of December nth, 
1932, regarding equahty of rights in a system of 
security. It was suggested that in return for an 
agreement on armaments superseding the Dis- 
armament clauses of the Treaty of Versailles, 
Germany should accede to the proposed regional 
pacts in Eastern ^ and Central Europe, and should 
resume active membership of the League of Nations. 

(2) Tliat an air pact should be negotiated between the 

Western European Powers whereby the signatories 
should be bound to send their air forces to the 
immediate assistance of “ whichever of them might 
be the victim of aerial aggression by one of die 
contracting parties.” 

This plan — which it was felt in Paris and London went 
far if not all the way towards meeting German demands — 
was put forward as an offer, and the German reply was 
anxiously awaited. The answer from Berlin, which was 

^ The Eastern Locarno. 

* Guaranteeing to respect Austrian Independence. 
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recdvcd after an interval of a fortnight, caused some 
disappointment in France and Great Britain. The Germans 
agreed to begin diplomatic discussions and expressed their 
approval of the Air Pact — which would necessarily give 
legal recognition to that rebirth of the German air force 
which had already taken place ; but the German Note was 
noticeably vague on those points in the proposal sum- 
marized in paragraph (i) above. Here we must end our 
account of the attempts made during Our Own Times 
to organize peace on the grand scale and turn to less 
ambitious efforts directed towards solving the problem of 
security. These attempts acquired importance as the 
Disarmament Conference disappeared into eclipse. 


3 ' 

The prolonged attempts at Geneva to afford security by 
means of general disarmament had failed for the time being, 
but the demands for security remained, and just as during 
and after the failure of the World Economic Conference the 
nations were seeking alternative methods of grappling with 
their economic ills, so as the Disarmament Conference 
became more and more bogged in its fundamental in- 
consistencies, the European nations began to turn to the 
regional metliod of obtaining security. 

It is one of the inconveniences to which historians must 
submit that events march forward on many legs, some long, 
some short, and none in step. Whilst the Disarmament 
Conference was sinking into decline at Geneva, the dis- 
turbed state of the world in the Far East and in Central 
Europe had set in motion other schemes for insurance 
against war. Their authors were careful to explain that 
the purpose of these plans was to isolate danger spots, but 
to do so within the general framework of the League. 
Nevertlicless public opinion in Great Britain (and the U.S.A. 
in so far as its preoccupation with the New Deal allowed iti 
to be interested in foreign affairs) suspected these regional' 
proposals of being covert attempts to contract out of the 
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League system and start the revival of something closely 
resembling the Balance of Power. 

On Febimary i6th, 1933, the three Powers of the Litdc 
Entente ^ (Czechoslovakia, Jugoslavia and Rumania) 
signed a “ Pact of Organization designed “ to completely 
unify their general policy ** and to set up an “ organ by 
which this common policy should be directed.” In accord- 
ance with the decision a Permanent Council of Foreign 
Ministers was established. At the same time the four 
treaties which form the foundation of the Little Entente 
were renewed “ in perpetuity.” 

The hopes that Himgary might consider joining the 
Little Entente were not fulfilled. The Hungarians at the 
end of Our Own Times appeared to be as determined to 
secure revision of the terms of the Treaty of Trianon as the 
Little Entente Powers were set in their decision to make no 
sacrifices of the gains they had secured from the Great War 
at Hungary’s expense.^ 

Up to the end of 1934, when, as we shall see, their 
confidence received a rude jolt, the Hungarians pinned their 
faith to Italy — the “ Allied ” Great Power which had been 
least satisfied at Venailles, which was believed to be un- 
dcviatingly hostile to France, and which was governed by a 
man supposed to be determined to take all possible steps to 
increase his country’s influence in the councils of the world. 

In the spring of 1933 Mussolini, who was said to be 
increasingly exasperated by the restraints imposed by the 
League system on Italian ambitions, put forward proposals 
for a Four-Power Pact which should embrace Great Britain, 
France, Italy and Germany. 

i The underlying idea of the proposal was that this pact 
should emphasize the importance of the four Great Powers 
and virtually establish a kind of dictatorship in Europe. 

Mussolini hoped by this means to place Italy in the ranks 
of the Great Powers, to improve the prospects of Treaty 

* See Chapter TX, p. 19a. 

I ^ Like 96 many “ appjcarances ” at the end of Our Own Times, the Hun- 
Marian-littk Entente deadlock on the matter of Treaty Revision may prove to 
jfavfi been deceptive. (Note, 193* : ITic Little Entente’s acceptance of Hungarian 
teatmament demands in August 1938 was the first step towards a rapprochemmt.] 
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Revision, and to facilitate the rearmament of Germany to a 
level of equality with the ex-Allies, objectives which were 
then as near to the heart of Italy as they were abhorrent to 
that of France. 

A further, but by no means negligible, advantage of the 
plan from the Fascist standpoint was that such a consortium 
of Powers, once firmly established, would clearly steal most 
of the thunder from the Council and the Assembly of the 
League, and so relegate the Lesser Powers to that inferior 
place to which by Fascist doctrine they belonged.^ ) 

In March 1933 Signor Mussohni invited Mn'^Ramsay 
MacDonald and Sir jolm Simon, the Prime Minister and 
Foreign Secretary of Great Britain, who were then en route 
for Geneva in order to make an attempt to breathe fresh 
life into the Disarmament Conference, to come to Rome 
and discuss his proposed pact. They accepted the invitation, 
with the result that the pact began to acquire a vagueness 
which, by the time it had been further amended by the 
French, left the document but a shadow of its former self. 
In particular the Pact, as signed on June 7th, contained no 
hint of a dictatorsliip of the four Great Powers, and sig- 
nificantly omitted to give the business of Treaty Revision 
a place on the agenda. Tins di|)lomatic checkmate to two 
of the most cherished of Italy s ambitions proved but a 
Parthian victory. True, the friends of the League system 
had foiled Mussolini’s attcmjpt to short-circuit Geneva, but 
only at the cost of a tacit admission of the impracticability 
of solving the outstanding problems of Europe through the 
League maclhnery. The Unholy Alliance was politely 
declined : the problems of German rearmament and Treaty 
Revision remained. 

At the beginning of the New Year (1935) a surprising, 
and it was hoped propitious, development took place in 
the policy of Italy. Ahenatcd by the violent proceedings 

^ “ Fascism stood for a social liierarchy which was frankly based in part upon 
force ; and if die principle that ‘ might is right ’ was valid for individuals and 
for parties, it must also hold good for states. The seventecnth-centuiy doctrine 
of die equality of sovereign states was as alien from the Fascist political phil- 
osophy as the ei|fhtcendi-century doctrine of die Rights of Man .” — Survey of 
Inurnational Affatrs, 1933, p. 107. A. J. Toynbee. 
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of the Nazi half-brothers of Fascism in the “dean up 
of June 1934, and further antagonized by the part played 
by Nazi Germany in those events which led to the murder 
of Dr. DoUfuss (on July 25 th, 1934), Mussolim, on 
January 7th, 1935, signed a Pact with France by which 
both Powers guaranteed the independence of Austria. It 
was hoped that by a series of secondary agreements to 
secure also the adherence of the Little Entente Powers and 
of Germany to an arrangement which held out some 
prospect of easing the problems of Central Europe. The 
impression caused by this very rapid improvement in 
Franco-Itahan relations was soon overshadowed by the 
more important and spacious Anglo-French plan already 
described. So far as that scheme was concerned, Italy 
prompdy gave it her blessing. 


(a) Germane-Polish Relations 

One of the most curious results of the rise of the Nazi 
regime in Germany was a complete change in the relations 
between Poland and tlie Third Reich. The explanation 
of this phenomenon is to be found in the fact that post- 
war Poland was in a territorial sense the offspring of a 
defeated Germany and a disrupted Russia. During the 
first ten years of the post-War period the Poles succeeded 
with the help of the Allies in repelling that Russian invasion 
of Poland which the Bolsheviks in the early days of their 
regime regarded as the first campaign in the Communistic 
crusade into Western Europe.^ As we have secn,^ the 
Bolsheviks soon abandoned their attempts to spread Com- 
munism in this manner, and, having beaten off the counter- 
attacks of Capitalism at Archangel, in the South and at 
Vladivostok, Soviet Russia setded down to her great 
internal experiment. For the time being Russia ceased to be 
a menace to Poland, for it became clear that pending the 
development of the first and second Five-Year Plans the 
Bolsheviks had decided that their internal problems were 

1 See Chapter IX, p. 201. Peace Treaty of March iStii, 1921. 

® C 3 iapter VI, p. 156. 
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of sujfficicnt magnitude to demand all their energies. With 
Germany the case was different. The “ Polish Corridor ” 
was iron in every German soul, and it was ominous from 
the Polish point of view that at Locarno,^ at the time when 
Germany entered the League, though she abandoned in 
the most specific manner all intention of regaining the 
territories she had lost to France in the West, mere was no 
such undertaking as regards her losses to Poland in the 
East. Up to the time of the rise of the Nazi Party, Germany, 
by carrying out the “ policy of fulfilment ” under the 
leadership first of Streseniaim and later of Bruening, was 
slowly regaining her international status as a Great Power. 
The more respectable ” Germany became, the more 
likely it was that Poland might be forced to do something 
to meet German grievances concerning the Corridor. But 
when, as a result of the slowness with which Germany 
progressed towards equahty of status with France and 
Great Britain, the Nazis persuaded the German people 
that better results could be obtained by pursuing a pohey 
of non-co-operation, of leaving the League, of frightening 
rather than conciliating France, then the situation changed 
as between Germany and Poland. The former was now 
looking round for friends, whilst the latter was viewing 
with alarm the diplomatic triumphs of M. LitvinofF of 
Russia in the corridors of the World Economic Con- 
ference ® and other evidences that if Germany had dis- 
appeared from the “ best ” international society, Russia 
was about to take the vacant placc.^ In these circumstances 
both Poland and Germany were moved to come together, 
and a series of visits between representatives of each country 
culminated in a Pact which was signed on January 26th, 
1934. This agreement, which was to last for ten years, was 
an appheation of the principles of the Kellogg Pact to 
German-Polish relations. The two Powers agreed that 

all questions affecting the two countries should be dealt 
with by way of direct negotiations,*' and further, that, “in 

^ See Chapter XIII, p. 275. 

a Sec Chapter XXXII, p. 688. 

® Russia joined the League and was given a seat on die Council on September 
i8th, 1934, 
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die interests of peace in Europe, both should renounce the use 
of force in their mutual relations.” In Poland this was 
taken to mean that for ten years at any rate Germany would 
cease to take active measures to enforce her claim to revision 
of her eastern frontiers. The conclusion of this agreement 
illustrated the point made by Professor Toynbee in his 
1933 Survey when he wrote “Poland could afford to 
be on good terms with either Germany or Russia in the 
measure in which either of these ci-devant Great Powers 
was remote from the possibility of recovering its historic 
birthright.” 

(b) The Eastern Locarno 

During the negotiations which led up to the Locarno 
Treaties of 1925, attempts were made to induce Great 
Britain to join France as a guarantor of an Eastern Pact to 
include Germany, Poland, and Czechoslovakia. The attempt 
failed, notably because Great Britain was not at that time 
prepared for an extension of commitments which both the 
Dominions and a section of opinion at home considered 
to be already too large, but also because Germany at that 
time was unwilling to accept the peace settlements on her 
Eastern frontiers. 

The rise of the Nazi regime in Germany caused a 
rapprochement between Russia and France, later expressed 
in the Franco-Soviet non-aggression treaty of 1932. The 
failure of the Disarmament Conference in 1933, following 
upon the pronouncement made at the World Economic 
Conference by the German representative on liis Govern- 
ment’s expansionist ideas in Eastern Europe, served to 
draw France and Russia sdll further togetlier in an attempt 
to find some alternative basis for a pohey' of security. 

In February 1934, M. Barthou became Foreign Minister 
of France and almost immediately began a scries of visits 
to the capitals of Central Europe with tne idea of promoting 
a regional security pact for Eastern Europe on Locarno 
prindpies. This “ very ambitious and elaborate scheme,” 
as it was termed by Sir John Simon when it was submitted 

^ Survey of International Afiairs, 1933, p. 186, A. J. Toynbee. 


•JJA 



Political Relations, 193X-34 

to the British Government in July 1934, involved two 
pacts : an Eastern Pact of mutual guarantee to which the 
U.S.S,R., the Baltic States, Czechoslovakia, Poland and 
Germany were to be parties ; and secondly, an arrangement 
whereby the U.S.S.R. would offer guarantees to France 
on the one hand and Germany on the other ** in event of 
conditions arising which bring the provisions of the Locarno 
Treaty into operation.” This linking of Russia as a whole- 
time guarantor to the Locarno Treaty involved the approval 
of Great Britain and Italy. 

Great Britain welcomed the proposal partly on the 
ground that it necessarily involved the admission of the 
U.S.S.R. to the League, and partly because the British 
Government considered that Germany’s participation in 
such reciprocal guarantees would pave the way for further 
disarmament negotiations on the lines of the Five Power 
formula of December nth, 1932, which recognized Ger- 
many’s equality of status, Biit at the same time Great 
Britain made it quite clear that she would only be a party 
to the arrangement if it involved no further extensions of 
her own commitments in Eastern Europe. Italy repHed 
on the same lines, but with further emphasis on a Pact 
being a prehminary to the recognition of Germany’s 
cquahty or status. The qualifications with regard to German 
equality of status put forward by Great Britain and Italy 
were not acceptable to France, who considered that the 
two questions were quite separate. 

Poland was highly suspicious of any security pact 
emanating from Russia and wished for a more precise 
definition of what frontiers were to be guaranteed under the 
Pact. Germany was extremely reluctant to abandon her 
aspirations for a revision of frontiers in exchange for 
what she considered would be a very doubtful guarantee 
of her security. 

At the beginning of 1935 the one concrete result of these 
negotiations had been the admission of Russia to the League 
— by way of a preliminary to the Pact, As we have noted, 
the proposal for an Eastern Locarno was part and parcel 
of the Anglo-French plan of February 1935. 
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(c) The Balkan Pact 

Ever since the War there had been a growing desire 
amongst the Balkan States to form a bloc amongst them- 
selves and thus escape from the domination of the Great 
Powers. The plans ranged from that of federation to that 
of a pact of non-aggression. Conferences were held in 
1930, 1931 and 1932, which, apart from ascertaining the 
common ground for discussion, proved fruitless. The 
difficulty throughout has been that “ Such is the complex 
nature of Balkan relations and of the various Balkan 
problems that it seems impossible for any two countries 
to conclude a separate treaty without making it appear 
to be directed against a third.” ^ The main stumbling- 
block was always Bulgaria, who would not pledge her- 
self to acquiesce in the frontier arrangements made under 
the Peace Settlement. Her' relations with Jugoslavia were 
strained over the problem of the Macedonian minority in 
Jugoslavia, and those with Greece were embittered by her 
failure to acquire an outlet to the sea. In addition to the 
difficulties of the Balkan States inter se, the situation was 
further complicated by the conflicting policies of the 
Great Powers under whose aegis the various Balkan States 
were grouped. Albania, for example, lay under the shadow 
of Italy, and Rumania was linked to France and the Little 
Entente. 

However, after a period of diplomatic exchanges of visits 
during the autumn of 1933, a Balkan Pact was eventually 
signed in February 1934 by Greece, Rumania, Turkey and 
Jugoslavia. The agreement contained in a preamble the 
statement that the contracting parties were firmlv decided 
to maintain “ the territorial order at present established in 
the Balkans,” and in the main body of the Treaty the four 
states mutually guaranteed the security of their Balkan 
frontiers. They undertook further to take concerted 
action on all political matters affecting the Balkans, Finally, 
it was declared that the Pact would be open to any other 

^ BuIUm of International News, Vol. X, No. i6, quoting Mr. David Mitrany. 
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Balkan country which was willing to accept the conditions 
of membership. 

Bulgaria and Albania, for reasons which will be obvious, 
refused to join, but hopes were entertained of Bulgarian 
accession in due time.^ 

In November 1934 Ae Balkan Council proceeded to 
draw up schemes for closer organization and an economic 
council very much on the lines of those adopted by the 
Little Entente, on whose conception and organization the 
whole plan was closely modelled. 

(d) Russian Foreign Policy 

During the closing years of the period under review 
the international position of Russia underwent a striking 
and indeed dramatic change. We have described in 
Chapter XXVIII the course of events inside the U.S.S.R. 
from 1926-34; and although at the moment of writing 
there was considerable difference of opinion amongst 
Western observers as to the precise state of affairs in Russia, 
there can be no doubt that towards the end of Our Own 
Times the Russians took active steps to re-enter international 
society, and that Capitalist society extended a ready if not 
enthusiastic welcome to the c^devant outcast. The reasons 
for these changes of attitude were as follows : On the 
side of Russia, the rise of the Nazi Party in Germany 
and the suppression of the German section of the Com- 
munist Party naturally caused the Russian Government to 
re-examine an attitude towards Germany which had been 
based on the Treaty of Rapallo of 1922,^ a treaty concluded 
when both Russia and Germany were international out- 
casts. At the same time the re-emergence in the Far East 
of Japanese Imperialism, which threatened Russian interests 
in that part of the world, caused the Soviet authorities to 
look roimd for fiiends amongst other states which were 
equally alarmed and antagonized by the Japanese policy. 

On the side of Capitalism the following considerations 

^ Tlie signing of a Treaty of Friendship between Bulgaria and Jugoslavia in 
January 1937, was regarded as a first step in this direction. 

* See C’liapter V, p. 
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seemed weighty : The French, alarmed at the growth of the 
German “ menace ” and disturbed by die rapprochement 
between their ally Poland and Nazi Germany, looked back 
longingly to the pre-War Franco-Russiaii AlHance,^ The 
British and the French felt that the defection of Germany and 
Japan from the League would be to some extent redressed by 
the accession of Russia, and though Anglo-Russian relations 
were temporarily strained by the episode of a trial of 
British engineers, both countries were anxious to find 
a mutually satisfactory basis for trade since their products 
were largely complementary, and as we have already 
observed, this was a period when bilateral trade agreements 
were in fashion. 

The practical manifestations of these changes of policy 
took the form of a series of pacts of non-aggression and 
neutrahty negotiated by M. Litvin off in London during 
the World Economic Conference between Soviet Russia 
and Afghanistan, Esthonia, Latvia, Persia, Poland, Rumania, 
Turkey, and subsequently Lithuania and Finland. It was 
an essential feature of these pacts that they included a rigid 
definition of what constitutes an aggressor. 

The climax of Russia’s “ come-back ” into the Great 
Society was achieved when she took her scat at the Council 
of the League on September i8th, 1934, having been duly 
elected to membership by 39 votes to 3. I'he whole affair 
was a European triumph for Russia comparable only with 
that which she enjoyed on being accorded recognition by 
the U.S.A. on November i6th, 1933. 

Thus, within fifteen years of the time when Allied armies, 
fresh from conquering Germany, were invading Russia 
in order to overthrow the Communists, Soviet pleni- 
potentiaries were being welcomed in Paris and London as 
valued recruits to the forces of international law and order. 
It is a thousand pities we have been denied the entertainment 
of hearing Lenin’s dry comment on this occasion, but one 
may surmise, without doing injustice to his memory, that 
he would have approved any poHcy which seemed to give 

^ For the eventual canclusion of the Frantxt-Soviet Pact and its consequences, 
see Chapter XXXVI, pp, 836 et seq» 
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Russia security and time in which to prove to the world 
that the Socialist state is the best instrument for producing 
and distributing the material means of existence as a means 
to a complete life. 


(c) Austria (1931-34) 

Attention has already been drawn to the extremely 
difficult economic problems which confronted Austria as 
a result of the Treaty of St. Germains, and we have indicated 
how, when the victorious Powers had abandoned hopes of 
clearing up the chaos in Austrian finance, they threw the 
intractable problem to the League. This gesture was in 
fact nothing more than a kind of conjuring trick, for “ The 
League ” was (and is) simply an association of sovereign 
states, and during the first five years after the War it was 
essentially an association of the victorious states. However, 
the trick worked, for what had seemed impossible became 
a practical achievement of considerable merit once the cloak 
of Geneva was thrown about the proceedings. Acting 
through the League the Allied Powers managed to bolster 
up the economic situation in Austria.^ Nevertheless, the 
fundamental difficulties were stdl there, and in the early 
months of 1931 conversations were initiated between 
Germany and Austria with a view to exploring the possi- 
bilities of a Customs Union between the two countries. It 
may be as well to p(riiit out at tliis stage that such an 
arrangement still is (1935) one of the obvious solutions for 
Austria’s economic problem. It will be remembered that 
in the Peace Treaties it was particularly emphasized that 
any form of political union (“ Anschluss ”) between 
Germany and Austria was forbidden, and this “allied’*' 
poUcy of preventing Germany from compensating herself 
in the south for the losses in territory and man-power that 
she had suffered elsewliere was reinforced in the Protocol for 
Austrian Reconstruction of 1922, where it was laid down 
that Austria was not to grant to any state advantages 
calculated “ to violate her economic independence.” 

^ See Chapter IX, p, 189. 
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had xmnagcd to assume the position of a dictator, and that 
the Parliamentary system had been suspended as the dimax 
of a long struggle in Austria between the Socialists and 
various Conservative-Fascist groups in the country. 

During 1933 Dollfuss was engaged in one direction in 
combating the attempts of the German Nazis to secure 
control over Austria by the methods of aiding and abetting 
the activities of an Austrian Nazi Party/ and of keeping 
up a ceaseless propaganda, chiefly by broadcasting, against 
the Dollfuss Government. In another direction DoUfiiss 
had to deal with the intrigues of the Austrian Heimwehr, 
a Fascist organization led by Prince Starhemberg, and in 
relations widi Fascist Italy, whose purpose was the elimina- 
tion of Socialism in Austria. During 1933 the courage 
and ingenuity displayed by Dr. DoDiuss in maintaining 
Austrian independence against the pressure of the Fascists 
from within and the Nazis from without aroused much 
sympathy for him in Great Britain, France and Italy. The 
Italian interest in his success arose from the fact that Musso- 
lini had no desire to see the German frontier on the Brenner 
Pass, and hoped that the course of events would force 
Austria to jump out of the Nazi frying-pan into the 
Fascist fire. The sympathy enjoyed by Dr. Dollfuss was 
tempered — certainly in Great Britain — by news received 
on February 12th, 1934, that at the behest of his Heimwehr 
supporters nc had suppressed the Austrian Socialist Party. 

The Austrian Socialists had for long been in the cruel 
dilemma that if their country fell into the jaws of Nazi 
Germany their doom was certain, whereas the only apparent 
alternative, surrender to the Austrian Fascists, would involve 
them in an equally certain and unpleasant fate. For many 
months the Socialists endeavoured to compromise, but early 
in 1934 it was clear that they must either fight Dollfuss 
and his Heimwehr supporters or disappear. They elected 
to fight, and were ruthlessly suppressed with a loss of 
hundreds of lives. 

^ The connection betweai the Gcnxian Nazi headquarters and the Austrian 
Nazis may he likened to that between the 'Hiird International at Moscow and 
Communist iKirties in other countries. 
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It was clear to liberal-minded people in Great Britain 
that DoUfuss had nothing to learn from Hidcr when it 
came to the violent suppression of his political opponents. 
Within a few months of this event Dollfuss lay dead, 
murdered in his Chancellery at Vienna by Nazi conspirators, 
as part of a plot by the Austrian Nazis to seize the govern- 
ment of the country. The plot failed and the German 
Government hastened to disavow any connection with the 
episode. Morally its responsibility was obvious, and there 
was plenty of evidence to show that if the coup had suc- 
ceeded a very few days would probably have seen a Union 
between the Nazis in both countries. Such an event might 
well have led to a European war, since Italy moved troops 
to the frontier and Mussohni announced that Austrian 
independence would be defended at all costs. 

The indignation aroused by the assassination, and the 
failure of the coup, were severe blows to the German 
Government’s plans, and at the end of 1934 this aspect 
of Nazi policy had temporarily disappeared from public 
view.^ Austria remained ostensibly independent, though 
actually she was a hopelessly weak pawn on the chess- 
board of European politics. At one time during 1934 
it seemed as if Italy aimed at bringing together Austria 
and Hungary into a Fascist group. This was opposed by 
France and the Little Entente ; and the compromise in which 
conflicting pohdes, including the several desires of the 
various groups in Austria, found an uneasy meeting-place, 
was the maintenance of Austrian independence. We have 
already described the remarkable change which took place 
in January 1935, when France and Italy signed a Pact 
which bound them to act together to maintain the inde- 
pendence of Austria. This marriage of convenience for 
the purposes of adopting the orphan child Austria was 
registered with almost indecent haste, and in view of the 
antipathies which had existed between France and Italy 
since at least 1881, one was left wondering whether indeed 
the age of miracles was stiU in being. 

* F or the ultimate adiicvement of the “ Anschluss see Chapter XXXVI, 
pp. 862 et 
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In 1935 it was difficult to see how Austrian political 
independence could ever be harmonized with economic 
dependence. Either she must amalgamate in some form or 
other with Germany, or else she must form part of a group 
of Danube valley states. The possibility of these solutions 
depended upon the future course of events in Germany; 
the degree of reality behind the Franco-Italian Pact; the 
progress of the world-wide tendency towards freer trade, 
which seemed to be peeping through the tariff barriers 
at the end of 1934; and any successes which might be 
registered in the direction of organizing peace through a 
system of collective security as a result of the Anglo-French 
plan of February 1935. 

4. The Saar Question 

The coal-mines in the Saar were given to France as 
compensation for the destruction wrought by the German 
invasion of Northern France, 

One of the sections of the Treaty of Veisaillcs provided 
that for a period of fifteen years the Saar territory should be 
administered by a League Commission, at the end of which 
time a plebiscite was to be held inviting the Saarlanders to 
choose one of three sovereignties : Incorporation with France ; 
remaining under the League ; or Union with Germany. 

As the time of the plebiscite drew near two sets of 
problems aroused international concern. Firstly, various 
technical questions which would arise if, as was expected, 
the Saarlanders voted for a return to Germany. Secondly, 
the arrangements for the proper carrying out of the plebiscite. 

From the time of the advent to power of the Nazis in 
Gcrnniany, a raging propaganda had been carried out by 
Germany both within and without the Saar for the return 
of tliis territory to the Reich ; and as many of the SociaHst 
refugees from the Nazi persecution had fled to the Saar, and 
the French were determined to assert their Treaty rights to 
the utmost, there were many possibiUties of trouble in 1935. 

The League system scored a triumph when on December 
3rd, 1934, a League Committee sitting in Rome produced 
an agreement satisfactory botli to France and Germany, 
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on the subject of the ownership of the mines ^ and the 
non-victimization of the anti-Nazi inhabitants, in the event 
of the territory returning to Germany. 

There remained the question of keeping order during the 
plebiscite. On December 5th, 1934, the British Government 
suggested at Geneva that both France and Germany should 
be excluded from this task and that it should be under- 
taken by an international force, amongst which British 
troops would be included. This solution met with general 
approval, and another success was registered for the League 
system. A few days before Christmas 1934, British troops 
were once more lauding at Calais on their way to tlie Saar, 
where they were to collaborate with contingents from Italy, 
Holland and Sweden in a small but important example of 
the practical possibility of enforcing international law by 
international force. 

The Saar plebiscite was in reality a vote for or against the 
Nazi regime, for, up to the establishment of the Third Reich, 
there had never been any question as to the result of the voting. 
The peculiar interest of the plebiscite was tliat on January 1 3 th, 
1935, the Saar was the only “German*' area in the world 
where Germans were still free to voice divergent political 
opinions and then express their views by secret ballot. The 
plebiscite was held on January 13 th, 1935, and resulted in an 
overwhelming triumph for the Nazi cause and the return of 
the territory to Germany. The figures were as follows : 

Of the 537,300 persons entitled to vote, 97*9 per cent, 
went to the poll. The result was : 

For return to Germany . . . 477,119 (90*8 per cent.) 

For the status quo (League r< 5 gime) . 46,513 (8-87 per cent.) 

For union with France . . .2,124 (o*4 per cent.) 

On hearing this news Herr Hitler said : 

“ Fifteen years of injustice are coming to an end. 
The injustice done to the Saar has been an injustice done 
to Germany. A treaty has been rectified which promised 
peace but which brought in its wake endless bitterness 

^ In the event of the territory going to Germany, the Frendi were to sell the 
mines for about million. 
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mA oppression. With the return of the Saar there are 
no more territorial claims by Germany against France, 
and I declare that no more such claims will be raised by 
us. We are now certain that the time has come for 
appeasement and reconciliation. I want to add the 

S >ression of my gratitude and satisfaction for the loyal 
p which other countries have given to France and 
ourselves through these difficult days by guaranteeing 
orderly procedure during the plebiscite. We want to 
assure the world of our deep desire to preserve the peace, 
just as we are determined to win back our equality of 
rights to the fullest measure, just as we are determined 
afterwards to co-operate fully in the creation and pre- 
servation of that international solidarity which is essential 
for the welfare of the peoples of the world.*' 

The League Council on January 17th decided that the Saar 
should be reunited with Germany as from March 1st, 1935- 

5. Conclusions 

At the beginning of 1935 the immediate prospects for the 
organization of peace were plunged in gloom. ^ It could 
be argued that at no time since July 1914 had war seemed 
more inevitable than it did in 1935, even though the 
possibilities of an early war were exceedingly remote. After 
twenty-one years of war and uneasy peace it looked as if 
the sovereign states were once more treading that fatal path 
at whose entrance wc met them when wc began tliis study. 

At the beginning of 1935 the expenditure of the principal 
sovereign states on armamemts was increasing ; an ominous 
reflection of the growing fear of all peoples. In the Far 
East, in Central Europe, and in Franco-German relations 
there were three situations which had witliin them possi- 
bilities menacing to international peace. ^ It was not difficult 
to account for a fatalistic attitude towards war, a pessimism 
bom of disappointment with the apparently fraitlcss effort 
to organize peace. 

^ It was still too early to build more dhian hopes on the Anglo-hrench plan ol 
PebitKuy 

* Tl^ere was also tension between Italy and Abyssinia. 
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Yet when all this and more had been said there were 
gleams of hope on the stormy horizon. The brightness of 
peace was in existence somewhere in the firmament if only 
the world of men’s polity could revolve on its axis suffi- 
ciently to bring the miracle of the sunrise into view. 

If this world turned one way, the hght on the horizon 
of the future would fade into the twilight of the gods, 
giving way in due course to the darkness of Hell ; if it 
turned the other way the pale lume would be revealed 
as a dawn heralding the brighmess of Heaven. Which 
way would it revolve 5 That question can only be answered 
by speculations necessarily in part the product of faith 
rather than of reason. Both faith and reason were lacking 
in 1935. But if one had faith in the ultimate inevit- 
ability of peace on eardi as a part of the whole scheme 
of man’s existence, then it was possible to buttress that 
faith with the following reflections. The problem of 
organizing peace was still “ news ” in the Press of the 
world and at its microphones. Germany was arming and 
so approaching that de fdtto equality of status the lack of 
which was paradoxically one of the chief obstacles to 
disarmament. Russia had joined the League. The French 
and British Governments had inaugurated yet another 
attempt to organize peace in Europe, and there were signs 
that Great Britain and the U.S.A. might be brought together 
in support of a system of collective security in the Pacific. 
The United States of America had made a violent lunge 
forward along the path of her national development, 
and though a reaction was certain, the net result was 
likely to be a more tightly organized American nation 
than had liithcrto been the case. As America grew older 
and more mature it was reasonable to assume that she 
would play a greater part in international life, and be 
both more fitted and more willing to undertake her 
proper international responsibilities as one of the bulwarks 
of the system of collective security her great President 
Wilson had fought so hard to initiate. This League in 
1935 still lived and displayed a vitality which dehghtcd 
its friends and confounded its enemies. It hved because 
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it was cssenrial ; men dared not let it die ; yet its Mfc vw 
a feeble thing since its sole nourishment was the will 
for peace displayed by its constituent wembers. A mirror 
can focus and refect bat it caimot create light. The 
immediate dangers of war at the end of Our Own Times 
were to some extent discounted by the deep scars left by 
the crisis upon the body economic of the world, and by 
the survival of millions of middle-aged and elderly people 
who had been through 1914-18. But it was neither the 
particular problems making for war nor the particular and 
transient circumstances making for peace which were the 
deciding factor. The Saar problem would disappear, and 
in time the War veterans would die. Such considerations 
were trifles in comparison with the real problem, the failure 
of the nations to face up to the issue of Life or Death. From 
a long-term point of view it was certain that if all the 
“critical” issues of 1935 were solved, new sources of 
friction between the sovereign states would arise ; and the 
question which tormented thoughtful people at the close 
of Our Own Times was whether or not it would be possible 
to build up an effective system of collective security amongst 
the nations, on the basis of a genuine and widespread accept- 
ance of the limitation of the sovereign independence of each 
to the incalculable benefit of all, before some clash of interests 
between two Great Powers precipitated another World War. 

Since this chapter was written the international scene has 
darkened anew. At the end of March, 1935, an Itahan- 
Abyssinian dispute seemed slowly but surely to be assuming 
serious proportions. More serious perhaps was die news that 
Herr Hitler, after announcing (March 1935) the re-introduc- 
tion of conscription and the dctcnninacion of Germany to 
organize an army of about half a million men, had been 
exceedingly uncompromising when he w^as visited by Sir 
John Simon, who had travelled to Berlin in order to ascertain 
the views of the German Government on the Anglo-French 
proposals. Nevertheless, the initiative lay with Germany, 
and unless the Third Reich could be persuaded to enter and 
simport a general system of collective security the prospects 
of European peace were doubtful. 
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THE LEAGUE OF NATIONS ^ 


" Tlie tree is known by his fruit.** — ^Luke vi. 44 . 

“ Peace be within tiiy walls, and prosperity within thy palaces.” — 

Psalm cxxii, 

” One generation passeth away, and another generation cometh.*’ — 

Ecclesiastes i. 4 . 


I 


T his chapter on the League of Nations has been placed 
near the end of tliis study of Our Own Times for two 
reasons. Firstly, because it was manifestly impracticable 
to refer to the League on every occasion when League 
action was involved, for since about 1925 the League has 
been in relation, either directly or indirectly, with the whole 
compass of world liistory. Secondly, because the League, 
with all Its defects and shortcomings, remains outstandingly 
the most hopeful and important of the achievements of 
Our Own Times, and we wish tliis study of contemporary 
affairs to end on a note of hope. 

It is essential that there should be a clear understanding 
as to the precise nature of the League of Nations, for it is 
remarkable how many otherwise well-informed persons 
do not appreciate that since the League is but an association 
of sovereign states, its powers, its achievements, its short- 
coinings are directly conditioned by the poheies of its 
members. The League is a mirror in w^hich may be seen 
reflected the face of the international society of states ; it 
is merely an instrument, and it is from the manner and 
extent to which it has been used that one may draw con- 
clusions as to the prevailing temper of the Great Society. 

To write, or say, that “ The League should have done 

^ For a full account of the Lea^e of Nations organization and the work done 
tlirougli and by the League, sec me Ltagut Year Book^ Jackson and King-Hall 
Ivor Nicholson and Watson, Annual Editions ,i932-33~34« 
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this or done tJiar, should uot have done that or this, is 
jnly permissible if what is meant by such an expression 
s that “ The governments of the sovereign states of . 
here follows the names of . . . states members) should 
lavc done. . . But if the expression is taken to mean 
hat a kind of super and extra-national body should have 
lone this or that, then it is nonsense. A whole can be no 
more and no less than the sum of its parts. 


2 

The conception of an association of states is ancient 
history, and, like everything else in this changing and 
evolving world, the League has roots far back in the past ; 
but it needed the awful catastrophe of a World War to bring 
into being an organization which in many respects was 
an advance on anything previously attempted in the sphere 
of international life. 

The first meeting of the Council of the League took place 
on January i6th, 1920, before it was known that die U.S.A. 
would not ratify the Treaty of Versailles and hence would 
not be an original member of the League. There were 
eighteen original members of the League. In January 1935 
the Council held its 84th Session ^ and there were fifty- 
eight states members of the League. Of these fifty-eight, 
Soviet Russia was one of the latest to join, whilst Japan and 
Germany had given notice of their withdrawal. At the 
beginning of 1935 the U.S.A. was still a notable absentee 
from the list of League members ; but she had joined the 
International Labour Organization, and American repre- 
sentatives had for many years regularly co-operated in 
League committees and conferences. 

In 1920 the League was but a skeleton organization with 
no permanent home ; at the beginning of 1935 a magnificent 
building was nearing completion at Geneva close to the 
imposing offices of me International Labour Organization, 
and hundreds of League officials administered the elaborate 

^ A very important session which, Mter a£a, had to deal with the results of the 
Saar plehiscite. 
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org^zation constitutes an important experiment in inter- 
national collaboration. The first budget for the League 
balanced at 20 million gold francs ^ ; the budget for 1934 
amounted to approximately 31 million gold francs 
million gold pounds) ; of this annual total Great Britain 
paid about one-tenth, or approximately 140,000 (gold). 

No one who has any first-hand knowledge of the amount 
of work of an indispensable nature which is done at Geneva 
in the course of a year can fail to be astonished at the modesty 
of the League’s financial expenditure. 

During the fourteen years of its existence, the League, 
whether in its capacity as a centre for the discussion of 
major international political and economic problems by 
the method of the annual and special meetings of the 
Assembly and the Council sessions, or as a conglomeration 
of international administrative and technical services, 
together with its associate bodies the Permanent Court of 
International Justice, and the International Labour Organiza- 
tion, has come to play a part in the world which is as 
indispensable to civilized lirc as is (say) that played by the 
International Postal Union. As Voltaire said of God, so 
in 1935 it could be said of the League: “If it did not 
exist, man would have to invent it.” 

Within the hmits of space imposed by the scale of this 
study it is impossible even to attempt to do justice to 
the immense variety and volume of work which was 
carried out by the multifarious departments and com- 
mittees of the League during the period 1920-34, In the 
League Year Book for 1934 a compressed summary of one 
year’s work occupies 143 pages of print. But although it 
is impossible to give an account of the year-to-year work 
carried out by the League committees and its underpaid 
and devoted staff, it is feasible to look backwards from 
1935 and make a kind of moving picture of the place of 
the League in the affairs of the world.® 

^ 25 gold francs I at old par of exchange. 

* I have not attempted to revise the curve on the following page, which, what- 
ever the subsequent developments, still represents the position at the end of 1934. — 
S. K.-il., 1938. 
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The prestige of the League was high when the tide of 
international cooperation was running strong, and low when 
that dde was dammed up by the barriers of nationalism, 
[n considering the ups and downs of the League, it is 
accessary to distinguish between its political activities and 
technical uses. We shall deal first with the political aspect 
of the League. An attempt has been made in Fig. i to 
draw a curve of League prestige on a time basis. 


FIG. T 



CURVE ILLUSTRATING RISE AND FALL OF EFFECTIVENESS OF 
LEAGUE OF NATIONS AS AN INSTRUMENT OF INTERNATIONAL 
CO-OPERATION 

It will be observed from this rough diagram that the thick 
hne can be divided into four sections representing four 
periods of time ; A slow rise from 1920 to about 1922-23 ; 
then a more rapid rise from 1922-23 to 1926-27; then a 
fall — shown as C — which began with a gentle gradient, 
becoming steeper until it reaches a maximum depression in 
1932-33. Finally a rather sudden rise towards the end of 
1934 - 

We will deal with each of these sections in turn. During 
the time covered by Section A, the League was more or 
less ignored. It was suffering from the shock of the defection 
of the U.S.A. and European politics were in effect controlled 
by a Committee of Allied and Victorious Powers. Although 
a number of international political questions were referred 
to the League during these early years, many of them were 
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only of local importance, concerned for the most part with 
the settlement of boundary questions arising out of the 
Peace Treaties. The most important of these disputes 
were: (i) The Aland Island question, in which both 
Sweden and Finland claimed sovereignty over the islands. 
At that time neither Sweden nor Finland were members 
of the League. The dispute was settled on terms satis- 
factory to both parties, since Finland’s sovereignty was 
recognized, subject to the demilitarization of the Archipelago 
and other safeguards of the rights of the Swedish population. 
Other questions of a similar nature were the Upper Silesian 
dispute, described in Chapter IX, the Memel question, 
and the determination of the Czechoslovakian anci Danish 
frontiers. 

Meanwhile the AUied Powers were becoming increasingly 
embarrassed by their failure to grapple with the financial 
chaos in Austria and Hungary, and in 1922 it was decided 
to do what should have been done at the outset, that is, to 
tackle the problem through the instrumentality of the 
League. The use of this method enabled a path to be 
found through the undergrowth of inter-Alhed jealousies 
to the goal of “ controlling ” Austria’s internal finances 
in a manner which would place her “ sovereign rights ” in 
a pubhe and not a private pawnshop. The success, first 
of the Austrian scheme and next of the Hungarian scheme, 
did a great deal to draw attention to the latent possibihties 
of the League. It should be noted at this point for com- 
parison with the state of affairs in 1934, that when in 1923 
there was a sharp dispute between Italy and Greece, leading 
to the bombardment of Corfu (a Greek island) by the 
Italian fleet, the matter was only nominally handled at 
Geneva. In fact, Italy took up a strong position and virtually 
imposed her own terms on Greece through the Conference 
of Ambassadors.^ 

The protests which were made by believers in the League 
that this was essentially a matter for international action at 
Geneva were not very effective. 

Nevertheless, from about the period 1922-23 the League 

^ Cf. the Jugoslav-Hungarian dispute in 1934. 
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method of desJing with intermdond disputes canac itiOfe 
and more into favour, A serious disagreement between 
Turkey and Great Britain concerning the frontiers of 
the mandated territory of Iraq (the Mosul question) 
was settled through the medium of the League, and 
in October 1925 prompt action by the League Council 
served to avert a war between Greece and Bulgaria. A 
fix>nticr incident had led to the occupation of Bulgarian 
territory by Greek troops. The Greeks had planned to 
launch an attack on the Bulgarians at 8.30 a.m. on October 
24th, oiJy two days after the incident. The Acting President 
of the Ixaguc Coimcil (M. Briand) telegraphed to the 
Greek and Bulgarian Governments on October 23 rd, 

** exhorting them to give instructions ‘ that pending con- 
sideration of the dispute by the Council, not only no 
further military movements shall be undertaken, but the 
troops shall retire behind their respective frontiers/ 

The Greek Government’s telegram suspending hostilities 
only reached the scene of action two hours before the 
offensive was due to be launched. Two days later the 
Council of the League met in extraordinary session and, 
not being satisfied that its request for the withdrawal of 
troops behind national frontiers had been granted, it passed 
a resolution which included the following observations : 

“ The Council is not satisfied that nulitary operations 
have ceased. ... It therefore requests the representatives 
of the two states to inform it within twenty-four hours 
that the Bulgarian and Greek Governments have given 
unconditional orders to their troops to withdraw behind 
their respective frontiers, and within sixty hours that all 
troops have been withdrawn. . . .” 

The Council also requested France, Great Britain and 
Italy to send mihtary officers to the frontier in order to sec 
that its instructions were being carried out. The supervisory 
commission proceeded to the danger spot and reported on 
Oaober 28th that the Coundl’s orders had been obeyed. 

This event was a striking example of the power of the 
League system to take prevaitive measures to control 
a situation likely to lead to war, and many comparisons 
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wccc made with what had occurred in ipas and the 
not dissimilar situation which had arisen in 1914 between 
Austria and Serbia. On the other hand it was pointed 
out by sceptics that in 1925 the disputants had been 
two small Powers, and it yet remained to be seen whether 
one of the Great Powers would submit to League con- 
trol,^ In 1925-26, as we have seen in the first volume, 
the political and economic simation in Europe was im- 
proving, and when Germany took her seat at the Council 
Table at Geneva in September 1926 after the signamre 
of the Locarno Treaties, the League reached what was 
perhaps the high-water mark of the prestige, influence 
and international respect which it has attained during 
Our Own Times. But as we liave previously noted, the 
political improvement noticeable both in Europe and else- 
where about the period 1925-26 was mirage-like. The hard 
realities of immense debt structures were being concealed 
by ill-conceived international lendings, whilst the political 
consequences of the War, chief of which was the inferiority 
complex of Germany, were not being smoothed down 
quickly enough. 

We come then to Section C of our curve, and during 
the first part of tliis period we have to record the failure 
of the World Economic Conference of 1927 convened 
under League auspices. The curve moves onwards and 
downwards, as the attempts to prepare for the first World 
Disarmament Conference only served to reveal the formid- 
able and apparently insuperable obstacles to progress.® The 
World Crisis gathered momentum, and when at long last 
the Disarmament Conference met at Geneva it did so under 
the shadow of the Japanese aggression upon China.® 

The story of the attempts to grapple with the Sino- 
Japanese dispute through the medium of the League system 
has been told elsewhere in this volume ; here it must suffice 
to say that the League, confronted at last with the long- 
dreaded test case of the aggressive Great Power, while it 

* For Italy’s successful defiance of tlie League over Abyssinia and its results on 
die League system sec Chapter XXXVI, pp. 838 cr saq. 

» See Chapter XXXIU. * See Chapter XXXI. 
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failed to justify the hopes of its friends, did not altogether 
confirm the expectations of its detractors. When all was 
over for the time beinj^ and Japan had given the necessary 
two years* notice of her withdrawal from the League (as 
from March 27th, 1933), the fact remained that the machinery 
of tlie League system had succeeded in two out of three 
of its functions. It had judged the case and succeeded in 
getting its detectives admitted to the scene of the murder. 
The investigators (the Lytton Commission) had made a 
domiciliary search of die home of the alleged aggressor. 
The League, in the light of the evidence before it, had 
pronounced judgment and sentence. By endorsing the 
recommendations of the Lytton Commission it had declared 
Japan to be guilty of breaking her Covenant. But it was 
at this point that the system of collective security broke 
down, for Japan guessed — and, as events turned out, 
guessed correedy — that the League system was not capable 
of applying those sanctions wliich should logically have 
followed on Japan’s defiance of its verdict. Japan’s suc- 
cessful defiance dealt a very severe blow to the international 
reputation of the League. 

It was no doubt satisfactory, so far as it went, that in a 
case of this importance the Geneva poheeman had managed 
to bring the suspect to trial and that the ("ouncil had pro- 
nounced sentence, but so long as the criminal was in 
undisputed possession of his ill-gotten gains it was hardly 
possible to expect a logically minded Frenchman (for 
example) to be prepared to abandon his national armaments 
and entrust the safety of his nation to such an imperfect 
system of collective security. The failure of the World 
Economic Conference, the collapsing Disarmament Con- 
ference and die resignation of Germany (October 19 th, 1933) 
added to the despondency of those who believed that in the 
principles represented by the League lay the only hope of 
human salvation from the scourge of war. It is therefore 
in 1933 that we show our curve at the bottom of a psycho- 
logical depression. In December 1933 Mussolini seemed 
to have judged the time ripe to make political capital 
out of giving this dying tiling a contemptuous kick, for 
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the Fascist Grand Council suddenly announced that ” Italy's 
continued membership of the League of Nations should 
be dependent on a radical reform of that institution in its 
constitution and objectives, to be effected in the shortest 
time possible.” It was understood that the Italians cn- 
visaged, amongst other reforms,” measures which would 
result in a decrease of the influence of the small Powers 
and a corresponding exaltation of the Great Powers.^ 

The only result of this Italian attempt to gain some 
prestige “ on the cheap ” was a blunt retort from the Dutch, 
who submitted a memorandum ® in which the Netherlands 
Government expressed its willingness to examine the need 
of revising the Covenant® in accordance with the |>roccdure 
laid down in A^rticle 26, provided that tins did not 
prejudice the legal equality which constitutes the basis of 
the present Covenant ... it would be highly desirable 
that those who recommended the idea of revision should 
first submit, in a concrete form, the scheme of reforms they 
have in view.” 

Inspection of our tentative graph (Section D) will reveal 
that during 1934 the curve of League prestige rose sharply. 
In fact at the very moment when the detractors of the 
League, like the daughters of the Philistines, ” rejoiced 
openly on the house-tops,” the apparently decrepit organiza- 
tion suddenly showed signs of great vigour and utility, 
whilst its prestige was reinforced by the admission of Soviet 
Russia to the League with a seat on the Council.* The 
adherence of the U.S.A. to the International Labour 
Organization, though less extensively advertised, may well 
prove to be of even greater significance as being die first 
stopping-place on the way from Washington to Geneva. 
Secondly, it was during 1934 that the Saar question began 
to acliicvc prominence in view of the fact that in January 
1935 the plebiscite was to be held which would determine 
the fate of the territory. The extremely deUcate and 
dangerous situation which arose therefrom between France 

^ Cf. the Four-Power Pact. See Chapter XXXIII, p, 710. 

* Doc. C 58 ; 19, 1934, V (O. T^th, 7a, p. a88). 

* Sec Appendix 1 . 

* The reasons for this event are discu«i»d in Chapter XXXIII, pp. 717 it stg, 
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and Naad Gemmy was finally cased, to cveryoWs 
satisfiiction, by the use of the League system.* Thirdly, 
there was the case of the dispute between Jugoslavia 
and Hungary arising from die assassination of King 
Alexander ot Jugoslavia and M. Barthou, the French 
Foreim Minister, at Marseilles on October 9th, 1934. The 
Tugodavs accused the Hungarian Government of having 
been culpably lax, to say the least of it, in its control over 
the terrorists in Hungary, by whom it was alleged the plot 
had been hatched — an allegation which the Hungarians 
indignandy denied. 

There can be little doubt, in view of the violent passions 
aroused in both countries by the Jugoslavian attempt to 
lay the moral responsibility for the crime at the door of 
Hungary, that if this event had taken place in 1914 a Jugo- 
slav uldmatum to Hungary would have been followed 
by armed invasion. As it was, the world held its breath 
with anxiety; the parallel with the Serajevo murders 
was ominous. But the existence of the League saved 
the situation, since Jugoslavia was obliged to carry her 
complaint to the Council. 

At Geneva, although the settlement of the dispute was 
not made any easier by the action of Jugoslavia in expelling 
Hungarian refugees, and though the French and Italian 
representatives on the Council at once took up sides in a 
matter supposedly before them in their judicial capacities, 
the British representative firmly maintained the point of 
view that the business of the Council was to prevent 
the Jugoslav-Hungarian dispute from spreading, and that 
questions such as Treaty Revision were not on the Agenda. 
This British attitude calmed the storm and a resolution was 
adopted which, to judge by the comments in the Press of 
the two disputants, was hailed by each side as a complete 
vindication of its case. 

So much for our sketch of the rise and fail of the political 
prestige and utility of the League during the period 1920-34. 
A rise and fall and revival which, as wc remarked at the 
beginning of this chapter, is a moving reflection of the 

* Sec pp. 7*4 tt sof. 
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mtemational sense of co-operation for the maintenance of 
peace, and inversely a projection of the shadow of war. 


4 

It will be observed that on our empirical curve of the 
ups and downs of League prestige we nave drawn a dotted 
hne which starts at about 1923 and which we have shown 
as rising slowly but steadily during the whole period under 
review. This Hne is intended to depict the progressive 
utility of the administrative functions and technical services 
of the League, using the terms “ administrative ” and 
“ technical *^in a wide sense to include the activities of the 
International Labour Organization; the Permanent Court 
of International Justice; the Institute of Intellectual Co- 
operation ; the Mandates Commission ; the Technical 
Committees of the League, especially the Economic and 
Financial Section ; and the services of the League as a 
sovereign body administering the Free City of Danzig 
and the Saar territory. 

The League services, which, taken in the aggregate, have 
been laying the foundations for that essential co-ordination 
of activities which in the fullness of time will be required 
by some form of world political organization, have been 
so multifarious and voluminous that it is out of the question 
to set forth even the headings of the work which has been 
done.^ The reader must refer to the pubHcations of the 
League and the shorter handbooks issued by the League 
of Nations Union. If an exception can be made to this 
rule of exclusion, the writer would like to draw special 
attention to the work of the Economic InteUigence Service. 
This branch of the League Secretariat has been growing 
immensely in importance and is gradually building up a 
much-needed world statistical service. It was significant 
that even during the darkest days of the depression, the 
world-wide circulation of the pubHcations of this extremely 

* TIte reader should consult League Document A. 5 1, 1934, XI, for an example 
of die work of a tedinical service of the League ; in this case the control of the 
manufacture and sale of datigtaouf druga. 
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cffident department rose steadily. The importance of reliable 
and comprehensive economic and social statistics collected 
from every part of the world and analysed on a comparative 
basis at ^neva cannot be exaggerated in view of the 
imivenal tendency towards various forms of “planning.” 


5. Conclusion 

An attempt to assess the position in world affairs of the 
League of Nations at the end of Our Own Times leads to 
the following conclusions : on the technical and adminis- 
trative side it has made, and is makings steady progress, 
since, economic and political nationalism notwithstanding, 
the march of events and inventions is breaking down the 
barriers of time and space and drawing the peoples closer 
together in mind and body, if not in spirit. The wireless 
wave leaps the frontiers and carries its messages into a 
million homes, but whether that message be a Nazi broad- 
cast attacking the Austrian Government, or a dance band 
interfering with reception in a neighbouring countr)% or 
a transatlantic debate, the significant fact is that the message 
has crossed the frontier and one more type of “ national 
action ” has acquired international significance. 

It is reasonable to assume that whatever may be the 
developments on the political side of the League, the 
technical services will become increasingly important and 
indispensable. 

At the risk of seeming to contradict something wliich 
was said earlier in this chapter when we drew attention 
to the fact that in law the League is nothing more tlian an 
association of sovereign states, we shall not be presenting 
a balanced picture if wc omitted to point our that not- 
withstanding legal theory, “ The League ” as a body has 
begun to acquire “ personality.” In theory the Council 
is notliing more than a meeting of (say) foreign ministers ; 
in fact it is the embryo of a world cabinet which already 
possesses a permanent secretariat. 

It has sometimes seemed to the author of this book that 
if one could turn back the pages of history and find oneself 
740 



The League of Nations 

in 1920 with the advantage of a knowledge of events to 
come, then a good deal could have been said in favour of 
establishing the League as primarily an organ for technical 
and economic international co-operation rather than one 
for political co-operation. 

In short, woiud it have been better to have created a 
League whose avowed object was to foster a sense of world 
unity from the economic point of view and so create 
conditions intellectual, social, financial, and commercial 
which would have inevitably but perhaps insensibly made 
political co-operation be ween sovereign states an obvious 
need? In such a League, as it developed, it would have 
been the Ministers of Education and Ministers of Trade 
rather than the Foreign Ministers who would have kept 
hat-pegs at Geneva. 

These arc speculations, and we must leave them in order 
to look at the world as it is. In 1935 it seemed justifiable 
to say that, taking an objective view of the matter, the 
League as a political machine had worked as well as could 
have been expected. For at the heart of the matter lay the 
question of national sovereignty. A perfectly working 
League system would be one in which the Covenant 
enjoyed the status of the constitutional law of international 
society, a law enforceable by irresistible sanctions. Such 
a League would be the instrument and expression of 
a system of collective security so certain, so swift, so just 
in its operations, that national armaments would only be 
retained as weapons to be used by the League in event 
of it having to deal with the aggressor and Covenant 
breaker. When such a system had demonstrated its effective- 
ness once, or perhaps twice, it would clearly be possible to 
reduce the size of the armed forces which it would require 
for use as sanctions until, eventually, the collective system 
would be able to rely on a small police force backed up 
by international economic action. To complain that in 
fourteen years the League of Nations has had but partial 
success is to be singularly blind to the antiquity and 
magnitude of the problem of Man and Himself. 
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SAILING DIRECTIONS— IV 


W HEN this book was published in two volumes, the 
second began with a section of ten chapters which 
examined the national policies of a number of states during 
the period 193 1-34. This arrangement was adopted because 
in 1934 it was apparent to the writer that mankind was 
already fully launched on a flood-tide of nationalism both 
in pohtics and economics. It seemed that intemattonal co- 
operation was in decline, and it was not possible to foresee 
how far this process would continue until a reaction began. 

It IS now nearly four years since the second volume of 
Our Own Times was completed and during those four 
years the international situation has steadily deteriorated on 
the political side, although, despite the troubled relations 
betweai many Great Powers, there has been a sensible if 
temporary improvement on the economic side. I had 
hoped that when the time came to add a supplement to 
this book, world affairs both political and economic would 
be on the mend. That hope has not been fulfilled, and it 
is my melancholy business to record a scries of events, 
nearly all of them of a tragic character, reflecting a state 
of affairs which if not remedied is likely to lead to large- 
scale war. 

The supplementary chapters which appear in the present 
one- volume edition arc six in number. In the first 
(Chapter XXXV), entitled “ National PoUcies,” we have 
endeavoured to bring up to date the stories told in the 
opening chapters of the second volume of the first edition 
of Our Own Times. In the second (Chapter XXXVI) will 
be found a general sketch of international, political and 
economic relations during the period under review. The 
sixth (Chapter XXXIX) contains the “Conclusions” 
chapter of the original edition. 

The chapter on National Policies has been divided into 
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sections in the following order of subjects : (i) New Britain ; 
(2) The British Commonwealth; (3) France; (4) Greater 
Germany ; (5) Spain ; (6) The Far East ; (7) Roosevelt's 
Second Term. 

The chapter on International Relations has been arranged 
in the following sections : (i) Europe and German Re- 
armament; (2) The Abyssinian affair; (3) Germany 
marches on ; (4) Europe and the Spanish War ; (5) Great 
Britain and Italy; (6) Europe and Greater Germany; 
(7) Armaments; (8) The Economic situation; (9) Man 
and Himself. 



CHAPTER XXXV 


NATIONAL POLICIES 

** Carried about with every wind of doctrine/' — Ephesians iv. 4. 

I. New Britain 

(-) 

W E left the domestic history of Great Britain in 
Chapter XXI at the end of the third year of the 
National Govenmient which had been formed under Mr. 
Ramsay MacDonald in circumstances described on page 413. 

That National Government, like so many British in- 
novations which have been introduced as temporary and 
emergency measures only to remain as permanent features 
of national lifed showed no signs of disappearing and, as 
we shall see, was given a new mandate ^ at the end of its 
first four years. 

Its continued existence was due not to any love of 
coalitions as such, but to the brute facts of the world 
situation which were, firstly, that the ever-increasing 
seriousness of the intcniational outlook confronted the 
British Cabinet with problems involving questions of 
Peace or War, which had to be dealt with along 
national” lines because in a democracy, foreign policy is 

’ Cf. the introduction of Income Tax in 1842. 

* In October 193^ the Government decide to go to the country, the dominating 
issue in the elections which took place in November being that of foreign policy. 
In domestic affairs the Labour Party appeared to ha\’^e very little to offer by way 
of an alternative to the evolutionary socialism which, in spite of grumblings in 
High Tory ranks, was being pursued by tlie National Government, and in 
foreign affairs they appearea to be hopelessly divided- In consequence the 
coalition of Conservatives, National Liberals and National Labour was returned 
to office with a majority of 247 seats- As is inevitable under a system of majority 
voting the result was closer than tiie number of seats would indicate, nearly 
12 million people voting for the Government out of a total of 22 million votes 
cast, and nearly 10 million for the opposition* The verdict of tlic electorate 
was in (wet: ’*Wc approve of die continuation of the National Government 
but we warn it that itt policies are under our constant consideration.” 
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concJitioned in the last resort by what (say) 8o per cent, 
of the people will or will not die for. Secondly, no Govern- 
ment of whatever complexion could obtain support in 
Great Britain unless it continued to make progress with 
social reform. 

We will first record for reference purposes the chief 
measures of domestic legislation which were passed by the 
National Government during the period under review. 

In the matter of housing, a Bill was introduced which 
laid down standards of accommodation to prevent the evil 
of overcrowding.*’ A nation-wide census of housing 
conditions (August 1936) showed that even under the very 
modest standards of the new Bill at least 200,000 new 
houses would have to be provided, in addition to some 
150,000 houses required under the slum clearance plan. 

Unemployment continued to demand constant attention, 
and although during most of the period 1935-38 the 
economic recovery which was taking place in Great Britain^ 
caused the general question of unemployment to fade into 
the background, the problem of the Special Areas remained 
in the forefront of the domestic social scene. It should be 
mentioned here that in February the Government received 
a check over the putting into force of the Unemployment 
Act of 1934 when, in response to a popular outcry the 
new Means Test regulations and the transfer of the recipients 
of Poor Law to the Unemployment Assistance Board had 
to be postponed. 

As regards the Special or Distressed Areas whose prosper- 
ity was largely dependent on the export trades, and where 
unemployment remained obstinately at an average of 20 
per cjent. of insured workers as compared with 12 per 
cent, for the whole country, many efforts were made by 
a variety of moans to stimulate economic activity. In 

* The economic condition of the country at the end of 1935 was more 
prosperous than it had been since 1 929, a state of affair*, for which the Government 
took full credit — altlioudi in fact there would not appear to be very much any 
Oovei'nment can do, in die present imperfect state of our knowledge of the trade 
cyde, either to avert a crisis or promote recovery. Botli commodity price# and 
wages rose, whilst the total trade turnover showed an increase of 3 per cent, and 
ittmstdd profits an increase of 1 3.9 per cent, on the 1934 figures. This recovery 
edntinued up to 1937-38, when it hah<^ and began ro lose ground. 
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allocating work and building new factories for the re- 
armament programme special preference — other things 
being equal — was given to specif and “ certified ” areas. 
In March 1937 the Exchequer grant of about ^(^44 inilHon 
per annum to Local Authorities was increased by ^5 million 
and the distribution of the grant was “ weighted ” so as 
to give larger amounts to the poorer areas. And, finally, the 
Special Areas Act (Amendment) of 1937, which extended the 
1934 Act to 1939, provided a grant of ^2 million towards 
loans to new concerns wishing to set up in distressed areas ; 
authorized the Special Areas Commissioners to contribute 
towards the rates, income tax and rents of new factories ; and 
promised assistance to “ site companies established on a 
limited dividend basis to build factories on properly equipped 
sites in either ** special or “ certified ” areas. Critics of 
the Government’s Special Areas pohey — and they were 
not confined to the ranks of the opposition — asserted that 
far more drastic measures were needed to prevent these 
once thriving industrial centres from falling into physical 
and moral degradation. 

To turn from the unemployed to the condition of those 
in employment a notable development was a general move- 
ment towards the adoption of holidays with pay for all 
workers. Several large industries adopted the principle 
and at the end of 1937 it was estimated that the number 
of workers entitled to paid holidays had been increased 
to between 4^^ and 5 million. A Government Committee, 
appointed to investigate the possibility of making paid 
holidays universal, reported favourably, and an Act giving 
limited application to the principle was passed in 1938, 

The Education Act of 1936 ended the long-standing 
dispute about state support for Church and other “ non- 
provided ” schools, and raised the school-leaving age to 15 
as from September 1939. Exemptions were allowed in the 
case of children over fourteen who were ofifered “ beneficial 
employment ** — whatever that may mean. 

A private member’s Bill reforming the Divorce Laws 
was successfully carried in 1937. A Pensions Act ex- 
tending the benefits of certain social services to “ black- 
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cmced workm with small incomes was passed* as w»s 
a Icmg overdue measure increasing the salaries of Cabmet 
Ministers. The Factories Act of 1937, which was the lim 

J ^'encraJ Act of its kind since 1901, and wliich affected the 
ves of some si million people, came into operation 
in July 1938, It abolished the old distinction between 
factories and workshops; established a stricter control 
of conditions of work for all workers, especially in such 
matters as lighting, ventilation, overcrowding, etc. ; and 
introduced shorter hours and less overtime for women and 
young persons. 

The Agriculture Act of 1937 marked another phase in 
agricultural policy. Mr. W. S. Morrison, who succeeded 
Mr. Elliot as Minister of Agriculture in 1936, introduced 
measures to deal with three of the basic problems of British 
agriculture, declining fertility of pastures, land drainage 
and animal diseases. The Government was to arrange for 
farmers to receive supplies of lime and slag at low prices ; 
state assistance to the tune of ^^265, 000 up to March 1938 
was to be provided for land drainage works ; and a scheme, 
estimated to cost about 3(^600,000 in the first four years, 
was to be put in hand for the reorganization of the 
veterinary services. Under the same Act the total amount 
of wheat on which deficiency payments were payable 
was raised from 27 to 36 million cwt. and a new scheme 
of insurance against low prices was introduced for growers 
of oats and barley. Prior to the 1937 Act various other 
measures had been taken in relation to agriculture. In 
1936 agricultural labourers had been brought into the 
unemployment insurance scheme. The Livestock Industry 
Aa of 1937 provided for a subsidy, part of wliich was to 
be met by a levy on imported meat, of million a year 
to British meat producen with the object of obtaining 
British meat at a price which both the producer and con- 
sumer could afford. The scheme, which was to be 
administered by a Permanent Commission, also included 
plans for reorganizing markets and slaughter-houses. A 
Permancitt Commission was also a feature of the new 
milk policy announced in 1937, following the Report of 

750 



National Policies 


the Reorganization Commission of 1935, A system of 
price insurance for producers of butter and cheese, the 
continuance of state assistance to the Milk-in-Schools 
scheme, and Exchequer bonuses to producers of high- 
grade milk, were otrier features of this policy. Early in 
1938 a Bill was introduced to put new life — by means of 
Exchequer grants — into the Pigs and Bacon Marketing 
Boards, the least successful of the organizations set up 
under the Agriculture Act of 1933. 

The long-awaited Bill for the unification of Coal Mining 
Royalties came before Parliament in April 1937, but 
although it fell far short of the expectations of the miners 
it was so violently opposed by the coal-owners that the 
Government withdrew the Bill for the time being. It 
was reintroduced in an amended form in 1938, and became 
law in July 29th. 

The list of measures quoted above is only intended to 
indicate in broad outline the type of progress made in 
social reform on the domestic front, since consideration of 
space makes it impossible to set forth a complete account 
of legislative activity in this sphere. 


(b) 

As already mentioned, the international situation during 
the period under review was so serious that its repercussions 
cannot be ignored in any survey of United Kingdom 
affairs.^ During the years 1935-38 Great Britain began 
to re-ann on a large scale. The Government’s decision to 
reverse the policy of reducing armaments wliich had been 
pursued since about 1925, was announced to the world on 
March 4th, 1935, in the first White Paper on Defence, in 

^ In June 193^ an unofficial Peace Ballot in %\hich xi| million people took 
part voted by an overwhelming majority for a strong support of the League 
of Nations, for international action against aggressor states, and for an all-round 
reduction of armaments by international agreement. Whatever die defects of 
this method of ascertaining public opinion, there is no doubt that die Ballot was 
not without influence on Government foreign policy in the ensuing mondfis, and 
that the voting did represent the aspirations of a considerable number of people. 
Wlether the voters had seriously considered the implications of die policy they 
advocated i« another matter. 
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drcuiBstances wc have described elsewhere. Increased 
expenditure of nearly £4 million on the Army, £3^ 
million on the Navy and over £3^ million on the Air 
Force were accompanied by the announcement that the 
strength of the first line air defences would be raised from 
the existing 890 machines to 1330 by 1938-39. Subsequent 
revelations of the existing strength of the German air 
force caused the Government to announce that it had now 
been decided to treble the existing air force by March 1937 
— a statement which proved to be extremely optimistic. 

The Budget introduced in April anticipated that the 
country would be able to stand this rc-armamcnt ex- 
penditure without much difficulty, thanks to the revival of 
trade and industry, and the Chancellor of the Exchequer 
was able to estimate a surplus of ^500,000 after allowing 
for concessions to income tax payers and a further restoration 
of the cuts of the crisis years. 

On March 3rd, 1936, a second White Paper on Defence 
was issued. Two new battleships were to be laid down in 
1937, the total number of cruisers was to be brought up 
to 70, and there w^as to be an increase of 6000 in Naval 
personnel. Four new infantry battalions were to be raised 
for the Army, tlie equipment and training of the Territorials 
were to be improved, and coast defences were to be 
modernized. The Air programme was said be pro- 
ceeding satisfactorily, but the first-line air strength was 
now to be increased from 1500 planes to 1750 — exclusive of 
the Fleet Air Arm. But this statement, especially the over- 
confident estimate of the progress of the Air programme, 
failed to aUay apprehensions expressed in certain quarters 
of the House as to the actual state of our defences, and 
the appointment of Sir Thomas Inskip as Minister for 
the Co-ordination of Defence only partially satisfied 
the critics. 

In April 1936 the Budget first began to show the strain 
imposed by rearmament. Income tax was increased by 
3<1 to 4s. 9d. in the £1^ indirect taxation was raised in 
several direaions, and the Road Fund surplus absorbed* 
Expenditure on roads was in future to be voted annually 
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by Parliament, The formation of a company with a 
nominal capital of million to make advances to firms 
willing to set up business in the Special Areas was generally 
considered a rather niggardly provision towards one of the 
greatest of national problems. The estimates for the 
Fighting Forces — exclusive of the White Paper proposals — 
reached a total of nearly million, an increase of 

^26^ million on 1935. 

The attention of the public was partially diverted from 
the contents of the 1936 Budget by a scandal which accom- 
panied its opening. Rumours in the City about the 
abnormal amount of insurance against a rise in income tax 
led to an enquiry into the possibility of a leakage of Budget 
secrets. As a result of tliis enquiry Mr. J. H. Thomas, 
Secretary of State for the Colonics, retired from pubHc 
life, and was succeeded by Mr. W. G. A. Ormsby-Gorc, 

On February nth, 1937, tlie Chancellor of the Exchequer 
announced that the Government intended to ask for 
Parliamentary authority to borrow no less than ;^400 
million for rearmament expenditure. This vast sum, which 
was to be spread over five years, wa.s to be additional to 
the sums provided for by current revenue. It was, however, 
stated that the amount to be met out of loan for any 
Service in any one year w'^ould not exceed the aggregate 
amount to be met out of current revenue, and that loan 
c^jcpenditurc would come up before Parliament for annual 
review. A week later a tliird White Paper on Defence 
was issued in which it was stated that “ it would be im- 
prudent to contemplate a total expenditure on defence 
during the next five years of much less than million.*’ 

In addition to large increases in all three fighting services 
tlie Government contemplated far-reaching measures to 
increase Britain’s “War potential ** (the building of shadow 
factories, the planning of industrial resources, etc.) and to 
strengthen the Home Defences especially against air-raid 
attacks. In the Budget of X937» £^9^ million was ear- 
marked for the Defence Services in addition to ^80 million 
to be paid for by loan. To meet this cxpenchture there 
was a further rise of 3d. in the £ on income tax and a 
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special tax, known as the National Defence Contribntion, 
was to be levied on firms profiting from the rearmament 
programme* Opposition to this “ N.D*C.** was so strong 
that the scheme was ultimately modified into a form of 
excess profits tax, payable by all industries. 

This vast programme of rearmament made an immense 
impression throughout the world. The democratic coun- 
tries welcomed it as a proof that Britain was facing up to 
the dangers of the situation, and the totalitarian states, 
though more guarded in their expressions of opinion, were 
forced to recognize that it looked as if New Britain meant 
business. 

On April 26th, 1938, the Government announced its 
intention of raising income tax to the war-time figure of 
5s. 6d. in the ^ in order to meet the expenditure of 
million on Defence outlined in the fourth Wliite Paper on 
Defence of March 2nd, 1938, Of this total £,$1 million 
was earmarked for Air Raid Precautions. The debates 
which followed showed a general feeling that the Army 
and Navy were in good shape (especially since Mr. Hore- 
Behsha, Secretary for War since May 1937, had drastically 
reorganized the fiigher Command), but that the rate of 
expansion of the Air Force and the progress of Air Raid 
Precautions were far from satisfactory. The vulnerability 
of London and other great target areas to air attack was 
felt to be the cardinal weakness in our defences, a weakness 
which lay at the root of the seeming apathy of the demo- 
cratic group of nations in the face of totalitarian aggressions. 
The Democracies could not act without Britain; and 
Britain dared not expose herself to the risk of an attack 
on London, Since 1935 the A.R.P. department of the 
Home Office, short of personnel and short of money, had 
been struggling with an impossible situation. The local 
authorities upon whom, under the supervision of the 
Home Office, the responsibility for organizing such pre- 
cautions rested, had tor months been tinkering with the 
problem pending a decision as to whether the Central 
Government or the ratepayer should shoulder the cost. 
Even after the axmouncement at the end of 1937 that the 



national exchequer would defray 75 per cent, of the 
expenses of approved schemes, delays and discussions 
continued. 

In July 1938 only about half a million out of the million 
A.R.P. volunteers called for by the Government had been 
secured. The question of the evacuation of the non- 
essential population of London had gone no further than 
the appointment of a committee to consider the question. 
Many people — including the author of this book — felt that 
in times when every day brought news of the bombing of 
towns in China and Spain, the British Government would 
liavc to take much more drastic and comprehensive measures 
than were being taken if Great Britain in general, and London 
in particular, were to be made reasonably secure against air 
attack. 


(0 

The period under review was also remarkable from the 
point of view of the liistory of the Royal House of 
Windsor, 

The year 1936 had hardly begun before the public was 
alarmed to hear, on January 17th, that His Majesty King 
(icorge V was ill at his country home at Sandringham in 
Norfolk. On January 20th, eight montlis after they had 
Joyfully celebrated his Jubilee, and barely a month after 
they had listened with loyalty and affection to the last 
broadcast speech of the Head of the British Family, his 
subjects throughout the world heard, over the wireless, 
that “ the King’s life is moving peacefully towards its 
close.” The whole Empire kept vigil around his death- 
bed, until at 12.15 a,m. came the news of the death, just 
before midnight, of the King-Emperor. Messages of 
condolence poured in from all over the world : but nothing 
bore so much testimony to the respect and affection in 
which His late Majesty was held as the sight of the thousands 
of his subjects who filed past the bier in Westminster Hall, 
or stood silent and bareheaded during the passage of the 
funeral processions, 

George V was an Englishman, brought up in the traditions 
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of the Royal Navy. Straightforward, downright in his 
opinions, diligent and painstaking in his devotion to duty, 
combining a deep respect for the Constitution with proper 
pride in the traditions and prerogatives of the Crown, he 
succeeded in occupying for twenty-five troublous and 
momentous years, that most difficult of all positions, that 
of a Constitutional Monarch. During the quarter of a 
century which included the great ordeal of the War and 
the social and economic growing-pains of a new stage in 
Western civilization, King George not only maintained 
but greatly strengthened the prestige of the Crown amongst 
a community of free peoples of all races and in all climes. 
One of the first, and certainly one of the best, of British 
broadcasters, King George was quick to realize that science 
had placed at his disposal a new and most effective method 
of establishing a personal relationship with his subjects in 
every quarter of the globe. The Navy, in which his 
early life was spent, thought of King George as a naval 
officer whom the path of duty had led from the bridge of 
a battleship to the bridge of the Ship of Stare. To his 
subjects at large he was, in a very real and personal sense, 
what he himself wished to be — “ The Head of the Bntish 
Family.” 

History was made when the Privy O^imcil and both 
Houses of Parliament were summoned by a broadcast 
message in order to take the Oatli of Allegiance to King 
Edward VIII, who was proclaimed with all the old and 
picturesque ceremonial on January 22nd. 

At an early date in 1936 it wa.s aiuiounccd that His 
Majesty King Edward Vllfs Coronation would take place 
in Westminster Abbey on May 12th, 1937, and a special 
Committee was appointed to work out all the details, 
including such questions as that of making special arrange- 
ments to mark the association of the Dominions with the 
event. The customary report on the King’s Civil List was 
presented to Parliament on May ist, 1936, and it was then 
seen that His Majesty had reduced his Civil List from 
^470,000 to ^410,000, and had further agreed not to 
d&aw on his Privy Purse fund (;^uo,ooo) until he married. 
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It was die question of his marriage which produced an 
amazing crisis. 

As early as October 19th Mr. Baldwin, deeply concerned 
by the growing spate of rumours and foreign press reports 
of King Edward’s attachment to Mrs. Ernest Simpson, an 
American lady who had divorced one husband and was on 
the eve of divorcing a second, went to see His Majesty, 
and both as an old friend and as Prime Minister warned 
him of the difficult situation wliich would arise if occasion 
were given for a continuance of this sort of gossip. On 
November 26th, after Mrs. Simpson had obtained a divorce 
at Ipswich in circumstances which were attended by the 
least possible degree of publicity, Mr. Baldwin, at His 
Majesty’s request, went to see him again. On this 
occasion the King said, “ I am going to marry Mrs. 
Simpson and I am prepared to go.” He later discussed 
with Mr. Baldwin the possibility of a morganatic mar- 
riage, and asked him to obtain formally the opinion of 
the British and Dominion Governments upon such a pro- 
ject. On December and the Prime Minister reported to 
His Majesty that neither in Great Britain nor the Dominions 
would the proposed legislarii>n be acceptable if it enabled 
the King to take as his wife a lady who would not become 
Queen. King Edward expressed no surprise, realizing that 
he now had to choose between the abandonment of his 
marriage project and abdication. For the next eight days 
he remained at Fort Belvedere pondering over his cruel 
dilemma. Meanwhile, the peoples of the British Common- 
wealth were facing up to this momentous crisis in their 
history with a calmness and reasonableness which evoked 
the admiration of the whole world. 

The facts of the situation, as recounted above, were not 
made known until December loth. All tliat public opinion 
had to go upon up till then was a brief statement made by 
Mr. Baldwin in the Flouse of Commons on December 4tli, 
to tlie effect that His Majesty had consulted his Ministers 
as to the possibility of a morganatic marriage, that no such 
marriage was recognized by English law, and that His 
Majesty’s Ministers both in Great Britain and the Dominions 
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had advised him that they did not see their way to introduce 
special legislation to meet a special case. This statement 
met with the general concurrence of all parties in the House. 
On December loth, before a packed House, Mr. Baldwin 
presented to the Speaker the message in which King 
Edward announced his irrevocable determination to re- 
nounce the throne for himself aiad his descendants, and 
asked Parliament to pass the necessary legislation to carry 
this decision into effect and to enable the Duke of York 
to ascend the throne in his stead. The Prime Minister 
then went on in simple, yet profoundly moving words, 
to outline the course of the events wliich had led up to 
this decision; Lord Halifax made a similar statement in 
the House of Lords. The Abdication Bill was introduced 
the same evenmg, and was passed through all its stages the 
following day. By x.50 p.m. on December iith, the 
10 months’ and 21 days’ reign of King Edward VIII was 
over, and his brotlier, King George VI reigned in his stead. 
At ten o’clock the same night “ H.R.H. Prince Edward ” 
broadcast his farewell message to a listening world. At 
2 a.m. he embarked from Portsmouth in a destroyer 
cn route to Austria. 

It is now clear that at no time was there a “ constitutional 
crisis ” between King Edward and his Ministers. A crisis 
might easily have arisen within the Constitution of the 
British Commonwealth, the sole Consdcutional hnk be- 
tween whose members since the Statute of Westminster 
has been the Crown. During those ten days in December 
the strength of that link was put to a tremendous test. It 
not only held, but emerged stronger than before. 

1937 dawned in circumstances as cheerful at home as 
they were depressing abroad. Westminster Abbey was 
closed in preparation for the Coronation which was to 
take place in May. Poles were erected in the London 
streets and stands were put up in the parks to accommodate 
the vast crowds which were anticipated. On January 3rd 
the Madrid Correspondent of The Times wrote : Glorious 
sunny weather brought out the insurgent aircraft to-day,” 
but Madrid was a long way from London. 
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The Coronation of King George VI and Queen Elizabeth 
took place on May 12th with all the ancient pageantry, 
and London once more displayed to the world the spectacle 
of millions of citizens of the Empire acclaiming the Crown. 
Soon after the Coronation Mr. Baldwin retired to enjoy 
the leisure he had so richly earned and was succeeded by 
Mr. Neville Chamberlain. The new Prime Minister was 
soon immersed in the difficulties of the international 
situation. Presently it became clear that there was a con- 
siderable divergence between the views of the Prime 
Minister and those of his Foreign Secretary, a divergence 
which led, as wc shall sec in a later Chapter, to the resignation 
of Mr. Eden in February 1938. 

w 

When Parliament was adjourned in August 1938, members 
dispersed for the summer holidays with a feeling that the 
international simation, though serious, was not hopeless. The 
Prime Minister’s policy of appeasement had not succeeded, 
but nor had it failed. He had scored a success by per- 
suading Lord Runciman to proceed to Prague and act, 
with the consent of both parties concerned, as an unofficial 
mediator in the dispute between the Sudeten Germans and 
the Czechoslovak Govenimcnt, On the other hand, there 
were no signs at the beginning of August 1938 of an early 
ratification of the Anglo-Italian agreement which was 
dependent upon a “settlement” in Spain. In fact, the 
indications pointed in the other direction, the British Charge 
d’ Affaires in Rome (Sir Noel Charles) being instmeted on 
August loth to draw Count Ciano’s attention to the per- 
sistent reports of an increase in Itahan intervention in Spain. 
Moreover, General Franco, unlike tlic Republican Govern- 
ment, had not accepted the British plan for evacuating 
volunteers, nor had he ceased to bomb British merchant ships. 

As wc went to press with this book the claicf event in 
domestic politics was the speed and energy with which the 
rearmament programme was being pushed forward by land, 
sea and air, Some apprehension was being expressed con- 
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ccming the effect of tliis programme on the national finances, 
and there were signs that a number of Government sup- 
porters might demand, if not an economy campaign in social 
services, at any rate a halt to further increases of expenditure 
in that direction. 

Perhaps the best way in wliicli to conclude this section, 
at a time when any week-end may bring a crisis wliich will 
transform the whole world scene, is to note that, during the 
fint week of August 1938, a record number of the in- 
habitants of Great Britain went on their summer holidays 
in glorious weather. During the same week the most 
extensive air manoeuvres ever held in Great Britain took 
place. The above-mentioned contrast was typical of the 
end of Our Own Times. 


2. The British Commonwealth of Nations 

In Chapter XXII we pointed out that a convenient method 
of describing Imperial developments was to divide them 
into two groups. Firstly, problems of self-government; 
secondly, inter-imperial matters. We shall continue that 
arrangement in this supplementary chapter and begin with 
India. 

During the period under review, the British Parliament 
passed on August 2nd, 1935, the new Government of India 
Act, whose long and careful preparation has been described 
on pp. 466-478. 

The consequences of this event were the separation of 
Burma from India on April ist, 1937, and the holding of 
eJeaions in India during January and February 1937 for 
Provincial Governments which, under the new Act, were 
given for practical purposes complete autonomy in all 
internal matters. 

These elections were held in eleven provinces on a 
fi'anchisc of 30,000,000 voters, the majority of whom were 
illiterate, but the fact that 54*5 per cent, went to the polls, 
and that Congress — the only All-India political party— 
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came forward with a comprehensive electoral programme, 
were oniens favourable to the working of the greatest 
democratic experiment known to history. 

Congress obtained a majority in six out of the eleven 
provinces and in the remaining five the non-Congress parties 
formed coalition ministries. 

The Government of India Act required that the new 
Legislative Assemblies in the Provinces should be sum- 
moned by October ist, 1937, and during the period between 
the elections and this date there was some doubt as to the 
attitude of Congress. The whole success of the new 
scheme clearly depended upon whether Congress would 
co-operate, or whether it would hold aloof and refuse to 
accept the responsibilities of office in the Provinces where 
its members had won the right to form governments. 

On April 12th, 1936, the Congress Party had opened its 
40th Annual Session, under the Presidency of Pandit 
Jawaharlal Nehru, a product of Harrow' and Cambridge, 
a man of great charm and integrity but of extreme views, 
w'ho advocated a programme of non-co-operation wdth the 
new reforms, on the ground that India can only be saved 
by a comprehensive plan of socialism, based on the Russian 
model and worked out in complete mdcpcndcnce of the 
British Empire. His view was opposed by the realists of 
die Congress Party, and during the period February to July 
1937 Congress w'as rent in twain by this division of opinion. 
However, the Viceroy, Lord Linlithgow, who succeeded 
Lord Willingdon in April 1936, and the Secretary of State 
for India, Lord Zetland, succeeded in convincing Mr. 
Gandhi (whose influence with Congress remained decisive), 
that if the Congress ministers would take office, they would 
find that the British Government had a genuine intention 
of so behaving that provincial autonomy w(uild be achieved 
in fact as well as in name. 

By the end of 1937, Congress ministers were in office 
in seven provinces, and discovering that it was one thing to 
criticize and obstruct administration from a position of 
irresponsibility, and quite a different matter to be a 
responsible executive. 
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By the middle of 1938 even those in India and Great 
Britain who had most bitterly criticized tlic great con- 
stitutional experiment were obliged cidier to remain silent 
or else to admit that, so far as Provincial Autonomy was 
concerned, matters were proceeding with unexpected 
smoodmess and with much hope for the future. 

There was still a final obstacle to be overcome before the 
new system was completely in force, and diat was the 
problem of Federation. In this respect the British Govern- 
ment was confronted with opposition from two directions. 
The Princes saw in Federation a device which must inevit- 
ably bring them into even closer contact with, and under 
the influence of, democratically goverticd British India. 
Congress, on the other hand, maintained that the part 
allotted in the Federal Government to Native States in 
which popular representation was absent, was designed by 
the British Government to create a reactionary and dominant 
influence in the central administration of India. 

The Princes felt that Federation was a trap in which their 
sovereignty would be lost; Congress looked upon it as 
a channel towards Dominion status so shaped as to be a 
cul-de-sac. The Viceroy despatched “emissaries” to the 
Princes in order “to explain” to them the desirability of 
acceding to the scheme- At the moment of writing Congress 
is soil officially opposed to Federation on die conditions 
laid down in the Government of India Act 1936, and 
threatening that if the terms of Federation arc not amended 
in a sense favourable to Congress aspirations, the Congress 
Ministries in the Provinces will resign, and India will once 
more be the scene of a struggle between the British Raj 
and the Nationalist movement. It is possible that the 
British Government may find it desirable to press the Princes 
to introduce some measure of democracy into their govern- 
ments and this would do something to modify Congress 
opposition.^ 

It is possible that when the historians of the future come 

* Moderate Congress men are ready to concede Defence and Foreign Affairs 
as mserved $ub|ects for the time l>eing, but dcnuuid control of the Railways and 
of Escchatrige Pdicy. 
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to relate the story of these times they may write somewhat 
as follows : *‘The most remarkable event of the decade 
1930-40 was the extraordinary progress of democratic 
institutions in what is now (in the year 1980) the well- 
established Dominion of India. It was remarkable for 
several reasons. In the first place it showed that the principles 
of democracy were not, as some critics maintained, alien 
to the Oriental mind, but that they embodied, then as now, 
the common aspiration of mankind, even if experience has 
shown that methods of application must be varied to suit 
racial and other national characteristics. Secondly, the 
events in India occurred during a period when Europe was 
rent in twain by what was described as an ‘ideological’ 
contest between democracy and totaHtarianism (Fascism 
and Nazi-ism). The personal dictators who at this time 
disturbed the peace of the world by their aggressive extra- 
vagances were never tired of declaring that democracy was 
an outworn creed. As wc have seen earlier in tliis study 
they and their theories were but passing shadows across the 
screen of liistory. Tlhrdly, and finally, it may be remarked 
that the British people — with the exception of a few 
publicists who in those days earned a competence by acting 
as middlemen between the public and the newspapers — 
appear to have been completely unaware of die liistoric 
and world-wide importance of the great constitutional 
experiment in India for which they were ultimately 
responsible.” 

(<>) 

The course of events in the Dominion of Canada during 
the years 1935-38 was dominated by one main issue which 
became more dearly defined as time proceeded, and that 
was the need for revising the North America Act of 1867 
so as to bring the Dominion Constitution into line with 
modem conditions. It was the same issue wliich played so 
large a part in the liistory of the U.S.A. during recent 
years, and which, in various forms, presented itself in 
Australia and in India. To put it shordy, the intricate social 
and economic problems of the present day necessitated a 
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degree of regulation by the central government which is 
incompatible with the “Rugged IndividiiaHsm “ and 
provincial autonomy so dear to the inliabitants of both 
parts of the Nortli American continent. As we shall see 
on a later page private and local interests in the U.S.A., 
entrenched behind the Supreme Court, succeeded on 
numerous occasions in wrecking President Roosevelt’s New 
Deal. A similar fate befell the Canadian “New Deal” 
initiated at tlie end of 1934 and the beginning of 1935 by 
Canada’s “strong silent man,” Mr. R. B. Be?inett. 

The investigations of the Committee on Price Spreads 
and Industrial Conditions, under the leadersliip of a pro- 
minent Conservative, Mr. H. H. Stevens, revealed that 
many social and industrial reforms were long overdue, and 
in order to prepare the ground for the Federal elections 
which were to be held in the autumn of 1935 Mr. Bennett 
pressed through a number of measures dealing with agri- 
cultural marketing, unemployment insurance, the regulation 
of monopolies and unfair competition, and with industrial 
conditions. The Canadian Liberals, who still clung to the 
laissez-faire theories of the nineteenth century, whilst not 
openly opposing the principles of this “New Deal,” took 
up their stand on the point that it was ultra vires. The more 
ardent New Deal Conservatives considered the programme 
did not go far enough and formed themselves into a 
“ Reconstruction Parry” under the leadership of Mr. 
Stevens. 

At the Federal Elections of October 1935 the Liberals 
under Mr. Mackenzie King were returned with a large 
majority, the new “Reconstruction Party” only obtaining 
one scat- Mr. Mackenzie King on assuming office was 
unwilling to shoulder the onus of putting the social clock 
back, and referred the legislation in question by Order in 
Council to the Canadian Supreme Court. In June 1936 
tlie Supreme Court gave judgment on eight of the principal 
acts of Mr. Bennett 5 New Deal. A subsequent appeal to 
the Judicial Committee of the Privy Council, the supreme 
court of appeal for the British Commonwealth, produced 
in January 1937 a series of judgments which only made 
764 



National Policies 

matters worse. The findings of the two courts were briefly 
as follows : 

An Act regulating the position of Farmers" Creditors was 
upheld in both courts. 

The Agricultural Marketing Act, a measure on the British 
model which had been supported by all the provincial as 
well as the Federal legislatures, was invalidated by both 
Courts, as was also the Employment and Social Insurance 
Act, establishing an unemployment insurance fund for the 
first time. 

The two Acts regulating unfair competition and mono- 
polies were invalidated by the Canadian Court but upheld 
on appeal. 

Three Acts regulating hours of work, minimum wages 
and a weekly rest in industrial undertakings, all three of 
which involved the adoption of I.L.O. Conventions, were 
upheld by an equal vote in the Canadian Court but were 
invalidated by the Privy Council, on the ground float 
adoption of LL.O. Conventions constituted a treaty with 
a foreign country, and as such was ultra vires for the Federal, 
though not apparently for the Provincial Governments. 
This last judgment alone, constituting as it did an infringe- 
ment of Dominion status, was enough to set all Canada by 
the cars. But whilst all sides were agreed that some measure 
of constitutional reform was needed there was considerable 
divergence as to what form revision should take. 

The province of Quebec in particular was opposed to any 
sort of amendment to the Nortli America Act wliich might 
prejudice the religious and racial rights of French-speaking 
Canadians. The Quebec Liberals — whose “Liberalism” 
savours of High Toryism from an Englishman’s point of 
view — notwithstanding the Liberal victory in the Federal 
Elections, were overwhelmingly defeated in the Provincial 
Elections of August 1936, after having been in power for 
forty years. But their successors showed themselves even 
more determined than the Liberals had been to let no new- 
fangled ideas of social reform divert them from their main 
objective, the protection of the Cathohe religion and French 
civilization of Quebec. 
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The issue of Pe^ral versus Frovind^ rights raised its 
head in yet another field of Canadian life, that of finance. 
As was only to be expected in a comparatively new country, 
the expansion of Canada westwards involved the provinces 
of Manitoba, British Columbia, Alberta, and Saskatchewan 
in a very heavy capital outlay resulting iit the creation of a 
large body of public debt. The onset of the world crisis, 
and the severe droughts of the following years, added 
demands for relief to the existing burden of public debt 
and increased the debt burden of farmers to fantastic figures. 
The Provincial Governments applied to the Ottawa for 
assistance and Mr. Bennett’s government granted lavish 
loans with very httlc regard as to the conditions upon which 
such assistance was given. By the end of 1936 it had 
become apparent that the whole position needed reviewing 
and readjusting. Accordingly in August 1937 ^ RoyJ 
Commission was appointed to enquire into the whole 
system of Dominion Taxation with special reference to the 
division of powers and responsibilities between die Federal 
and Provincial Governments. 

Meanwhile one of the prairie provinces, Alberta, had 
taken the matter of pubhc and private debt, and of the 
monetary system in general into its own hands. In the 
provincial Sections of August 1935 Alberta had returned 
to office a “Social Credit” government with a majority 
of 56 out of 63 seats. Space docs not permit me to give an 
exposition of the Social Credit theory of Major Douglas ^ 
or of the very hmited experiment in the application of these 
principles made by his disciple, Mr, Aberhart of Alberta. 
Mr. Aberhart, a Calgary teacher of German extraction, 
first acquired prominence as the head of the Prophetic 
Bible Institute. His economic gospel consisted of two main 
tenets, “ Basic Credit” and “Just Price.” Briefly he proposed 
to confine the use of Dominion currency to transactions, 
regulated by die Government, between Alberta and the 
rest of Canada. Within the province its place was to be 
taken by credit certificates issued by the Alberta Govern- 
ment. A monthly credit of $25 to cover basic needs of 

See Chapter VUI in What Everybody Wants to Know about Money f GoUanez, 1933, 
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food, dothing and shelter was to be given to every adult 
citizen. These credits were to be recovered by processing 
and marketing “levies’* designed to reduce the profits of 
middlemen. A “just price” for all commodities, allowing 
for an unearned increment levy and a fair commission on 
turnover, was to be determined from time to time by a 
commission of experts. The whole scheme, although its 
authors described it as “controlled individualism,” involved 
a degree of state regulation of business undreamed of except 
by avowed Communists and rarely practised even by them. 
Mr. Aberhart claimed that it would take some eighteen 
months to get the scheme into working order, but in fact 
it has not as yet come into full operation. A limited experi- 
ment in the issue of social credit certificates in the summer 
of 1936 proved unsuccessful : a series of measures amounting 
to virtual repudiation of public and private debt scared 
capital out of the province; and three Acts putting the 
whole banking system of the province under control of 
the Government were disallowed by the Federal authorities. 
But whatever may come of the Albertan experiment — and 
the failure of the Social Credit party to win the Saskatchewan 
elections in 1938 was not a good omen — Alberta has for 
three years served as the guinea-pig in the laboratory of 
political and economic research, and as such deserves mention 
in this book. 


w 

Events in the Union of South Africa during the years 
under review centred mainly about the question of Native 
Policy. For generations the white rulers of South Africa, 
particularly the Dutch clement, had pursued a policy towards 
the Bantu population, who outnumbered the whites by 
more tlian tmee to one, which consisted in effect of debarring 
natives from entering tlie better paid types of industry, and 
from buying land in European areas. The natives were 
herded into crowded reserves and their welfare was a 
secondary consideration to Europeans haunted by the fear 
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It Oaly in tlm Cape Province wai 

my sign ifesyt the black man wn considered cajole 
of qnah^ng for admictanoe inro a higher order of civiliza- 
tion. For eighty year« the natives of the Cape, as well as 
the iiiteod colour^ population had — ^in accordance with 
Bnglida Liberal tmditiona — exercised the franchise subject to 
quali&caticms whidi constituted a cultural test rather than 
a colour bar. 

After the failure of Mr. Hertzog’s attempt to disen- 
franchise tlie Cape natives {but not die *‘Cape coloured”) 
in 1936 the whole question of native policy had been 
submitted to a Joint Select Committee, which had it under 
con^deration for five years. In April 1935 this Committee 
reported, and shortly afterwards two Bills were introduced 
dealing with Native Lands and Natives' Representation. 
As the latter still contained the obnoxious disenftaiKhisc- 
ment clause it met with violent opposition, not only firom 
organized native opinion, but from the more enlightened 
sections of the European community, Dutch and English. 
Bowing before the storm the Government accepted an 
amendment on this point and the two Bills became law — 
not without considerable opposition — ^in 1936. 

The Natives’ Representation Act had two main pro- 

visions : 

(n) The Bantus of the Cape Province retained the right 
to register as voters — but only on a separate electoral roll — 
for the election of 3 Europeans to represent tlicm in the 
Union Parliament, and 2 in the Provincial Council. 

(b) The Bantu communities in all four Provinces were 
given the right to clca 4 senators to the Ujiion Parliammt, 
and iz natives who would sit alongside 5 European officials 
and 4 nominated natives on the newly constituted “Natives 
Represeotative Council.” The first meeting of this body, 
whose powers were purely advisory, was opened by General 
Smuts in December 1937. This Act, regarded by General 
Smuts as “containing aU the elements of fair play and 
justice to everybody concerned” had the merit (whatever 
ciso we may mink of it) of paving dbe way for that con*- 
sidetaiion of narivr welfare, which accorebng to official 
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^^ologia, had hitherto been held up by fisar of b|adc 

domiiatioii* . 

The Natives* Land and Trust Act of 1936 authorized the 
Government as Trustees for the welfare of the Bantu, to 
spend jjTio miUion in the next five years in buying land to 
increase the area of the native reserves, with the object of 
making room not only for natural increase, but for the 
“redundant** natives who were to be forced to leave 
European areas. At the end of that period it was hoped to 
increase the area of the native reserves from the existing 
10*4 miUion morgen ^ to 17*7 million — or about 12* 3 per 
cent, of the total area of the Union. In relation to the 
proportions between the white and black populations this 
would not seem to be an over-generous share. 

The Native Law Amendment Act of 1937, tlie third in 
this trilogy of “segregation,** enabled the authorities to 
remove from urban areas any natives whose presence was 
held by the European community to be unnecessary. Such 
natives were ostensibly to be transferred to native reserves, 
but the Government refused to guarantee that land would 
be found for them there.^ 

It is against the background of this Native Policy, contrary 
in many respects to that pursued in those parts of Africa 
under the control of the British Government, that the thorny 
question of the transfer of the South African Protectorates 
must be considered. The eventual incorporation of 
Bechuanaland, Swaziland and Basutoland, at present 
administered by the British High Commissioner for South 
Africa, into the territories of the Union had been contem- 
plated ever since the Act of Union of 1909. But it was 
then stipulated that the transfer should only take place after 
consultation witli the local populations, and after the Imperial 
Parliament had been given a full opportunity of expressing 
its views. The Union Government since 1926 has repeatedly 
charged Great Britain with deliberate dilatoriness in pre- 
paring the ground amongst the native populations for 
transfer to the Union. But die new South African native 
policy, whilst it increased Soudi African anxiety to obtain 
* A morgen - * Set TA« Rmtfui vol. 17 p* am 
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^ reserves outside dbe esdstiJig Uiiiou 
iWnsified die opposition to transfer, botn among 
y ntdl^es of the Protectorates and amongst Liberal sections 
w ojdnion in Great Britain. In March 1938 a compromise 
was reached whereby a Joint Board representing the two 
Governments was set up to consider problems arising from 
the present situation and to prepare the ground for 
transference. 

Apart from Defence, which will be considered at the end 
of tins survey of the British Commonwealth, another 
question causing grave preoccupation in the Union during 
1935-38 was that of Nazi activity in South-West Africa. 
Administered under Mandate as a dependency of the Union, 
the ex-German colony of South-West Africa was debarred 
from sharing in the prosperity which swept over South 
Africa in the years following 1932. Economically depressed, 
and financially mismanaged, South-West Africa was ripe 
for disaifection. The agents of Nazi Germany were quick 
to seize the opportxmity, and the Nazi organizations sup- 
1934 revived under cover of such societies as the 
Bund.” In June 1936 a special Commission 
appointed to investigate conditions in South-West Africa 
reported that “The situation has become impossible. It 
leaves no room for co-operation between die democratic 
Union section and the German element — ^which through an 
ordered hierarchy owes imquestioning obedience and 
allegiance to the head of a foreign state.” The Union 
Government, whilst rejecting the suggestion that South- 
West Africa should be administered as a fifth province 
of the Union, asserted that the return of the area to Germany 
was out of the question, and that measures would be taken 
to protect the liberties of its inhabitants. Accordmgly in 
April 1937 a sternly worded proclamation was issued 
authorizing the Administrator of South-West Africa to 
declare at his discretion any organization, political or other- 
wise, to be a public body whose membership was open only 
to British subjects, and empowering him to deport any 
non-British subject for engaging in political propaganda. 
Several German organizations, including the Deutsche 
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Btmd» wecc promptly closed to non-British subjects. As 
was to be expected this decisive action called forth an 
outburst of indig^tion from Nazi Germany, but the Union 
Government quietly but firmly refused to modify its 
attitude. The efforts of the opponents of the United Party 
to make political capital out of these events were a failure, 
as was shown by the victory of General Smuts and Mr. 
Hertzog in the Giencral Elections of May 1938. 

As mentioned earlier in this study it is the conviction 
of the writer than “in the great African continent the 
problem of the relationships, both political and economic, 
between white and black would assume increasing im- 
portance in the Times to Come.” Four years have elapsed 
since those words were written, and to-day (1938) this 
opinion remains the same. 

Although, strictly speaking, they belong to the section 
of this survey dealing with the Colonial Empire, it is 
convenient at this point to mention certain problems which 
arose in parts of British Afiica outside the Union. In 
Kenya a seventeen-year-old controversy was ended in 1937, 
when, as the result of the Pirn Report on the finances of the 
Colony, an income tax was introduced. 

Wider issues were raised when a Royal Commission under 
Lord Bledisloe left England in April 1938 for a visit to 
Northern and Southern Rhodesia and Nyasaland to inquire 
and report “whether any, and if so what, form of closer 
co-operation is desirable between these three countries.” 
Since 1931 the British Government has steadily opposed the 
amalgamation of the three territories, which had been 
strongly advocated by the “amalgamationists” in both 
Rhodesias. Southern PJiodesia, now well advanced towards 
Dominion status, is a mainly agricultural country with a 
considerable European population : Northern Rhodesia, in 
which there are only 11,000 Europeans as against 1,300,000 
natives, is a Crown Colony whidi has recently become one 
of the largest copper producers of the world : Nyasaland is 
a small and poor Protectorate. Critics of the amalgamation 
project object to it largely on the ground that it would be 
against the interests of the natives, and attribute Southern 
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lUiodesia’s kccstmtss for it to iter desire to acquire control 
both of Northern Rhodesia’s mineral wealth and of a big 
reserve of native labour. 

w 

In common with other agricultural countries* New 
2 ^dand had suffered from the World Economic Depression 
and New Zealanders were sceptical in 1935 when the 
Government claimed that the seemingly never-ending 
“comer** had been turned on the road back to prosperity. 
It was not surprising that at the General Election in 
November 1935, the National Party was thrown out of 
office and New Zealand’s first Labour Government came 
into power, holding 53 seats out of 80— thus gaining the 
distinction of being the first Socialist Government to possess 
full power in any part of the British Empire. 

To a certain section the election of a Labour Government 
spelt ruin and disaster, but, despite their gloomy prophecies 
ffiere is no indication, in the middle of 193 8, that the Hammer 
and Sickle has, or will, take the place of the Union Jack in 
the New Zealand flag. 

There can be no doubt that the Labour Government 
began its work at the psychological moment when it could 
make the most of its “advanced” programme. For that 
reason it is difficult to estimate how much of New Zealand’s 
increased prosperity since 1935 has been due to the efforts 
of the Labour Government, and how much would have 
taken place whatever Government had been elected. 

Mention of some of the Acts passed since 1935 may show 
that there is some foundation in the Government’s claims 
that it is once more making New Zealand the “Social 
Laboratory of the World” and diat it is following in the 
footsteps of Richard John Seddon, the great Liberal Prime 
Minister of thirty-five years ago. 

Under the Broadcasting Act of 1936, the control of all 
national and commercial stations was vested in the Govern- 
ment, and a policy of nation-wide broadcasts of all important 
Parliamentary debates was begun. Amongst the more 
important items in the programme of social reform were 
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for a forty^ioar fivcKky week for all mdastries^ exicept 
where the Arbitration Court considered such conditions 
were impracticable ; the Factories Amendment Act Umiting 
the working week in factories to forty hours without 
reduction in wages (with the same exceptioois as in the 
I.C.A, Act) ; the Industrial Effici^cy Act establishing a 
Bureau of Industry with advisory and heensing functions, 
and empowering the Government to enforce the registration 
and licensing of industries. 

The interests of the farming community were safe-^ 
guarded by the Primary Products Marketing Act of 1936, 
This Act provided for the payment of a guaranteed price 
to farmers for dairy produce; set up a Primary Products 
and Marketing Department to control the export and sale of 
dairy produce ; and vested in the Government the owner'- 
ship of all dairy produce intended for export. Another 
important measure of the same year was that nationalizing 
the Reserve Bank of New Zealand and bringing its policy 
and personnel under the direct control of the state. In 
pursuance of a policy^ of spending a way to recovery the 
Government restored the s^ry cuts made in 1931, under- 
took a considerable programme of pubhc works and 
increased invalid and old-age pensions to a week per 
head. In the middle of 1938 still further increases in the 
scale of pensions were under consideration, togetlier with 
a bold scheme for insurance against ill health and for the 
provision of medical services. In spite of this large social 
spending programme, and of considerable expenditure on 
reorganizing and increasing her Defence Services, New 
Zealand was able each year to show a comfortable budget 
surplus. 

In speaking of the policy of the New Zealand Government 
the Hon. Walter Nash, Minister of Finance, has said, “The 
Government looks on its legislation and administration as a 
contribution towards ‘collective security’ — a security that 
is as imperative for individuab as for nations. We believe 
that we can make our most immediate contribution to this 
goal by putting our own house in order*— by collective 
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The Commonwealth of Australia during the years 
1935-38 shared in the recovery experienced in varying 
decrees by all members of the British Commonwealth. By 
1937 the State Budgets, as well as the Federal Budget, were 
in balance and the price of wool, Australia’s staple export, 
reached a satisfactory level. At the General Elections held 
in October 1937 Mr. Lyon’s Government, supported by a 
combination of the “United Australia” and die “Country” 
Parties, was given a new lease of life, although with con- 
siderably diminished strengdi in the Senate. Mr. Hughes, 
who had resigned from the Government in November 
1935 over the question of Australian adherence to the 
“Sanctions” policy of Great Britain, returned to pubHc 
life early in 1936 and a split between the two Government 
parties was thus avoided. Although Labour was in office 
in three out of seven states and was keeping the Country 
Party in office in a fourdi, the radical policies previously 
associated with the name of Mr. Lang of New South Wales 
prejudiced the chances of a Labour victory in the Com- 
monwealth elections. 

In Australia as in Canada the main issue during the years 
now under review was that of the conflict between Com- 
monwealth and State authority under the Constitution. The 
issue first arose in connection with the notorious “dried 
firuits” case of James v. the Commonwealth. 

Up to the time of the World Economic Crisis the primary 
producers of Austraha — uidike the secondary producers who 
were protected by a customs tariff— were able to stand on 
their own feet, except for occasional assistance in the form 
of bounties. When the collapse of the prices of primary 
products took place, several States, notably Queensland and 
New South Wales, introduced marketing boards which, 
like those in Great Britain, put the authority of the State 
behind the regulations agreed upon by the majority of 
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producers in various btauckes of the agricultural iuduscry^ 
Apart from orderly marketing** regulatioiis as to gradiu^i 
etc., the producer s pools established quota systems fixing 
the amounts of the products in question to be sold within 
the State by each producer, at a roughly uniform price, and 
forcing the surplus— failing the payment of equalization 
levies — into the export market. Dried fruits and butter 
were covered by such schemes, and a similar plan for wheat 
was under consideration when in 1935 Mr. F. A. James, a 
South Australian dried fruit producer, brought an action 
challenging the right of the States to restrict dealings outside 
their boundaries. In order to preserve the marketing system 
the aid of the Commonwealth Government was enlisted. 
A Commonwealth law was rapidly passed putting the 
authority of the Federal Government behind the marketing 
regulations. Mr. James proceeded to challenge the Com- 
monwealth authority also, and in July 1936 a Privy Council 
judgment on appeal gave a verdict which meant in effect 
that neither the Commonwealth nor the States had power 
under the Constitution to control inter-State trade ! The 
principle this judgment was intended to protect was that 
of freedom of trade between the States of the Common- 
wealth, which, however desirable in the pre-federation days 
of inter-colonial tariff warfare, was anomalous in the case 
of legislation designed to produce uniformity of price within 
the Commonwedth. It was obvious that a revision of the 
Commonwealth Constitution was required. Such a revision 
could only be obtained by taking a referendum, in which 
a majority of States as well as of individual votes was 
required, on an amendment previously passed in both 
Houses. It may be noted in passing that of the twenty 
constitutional amendments proposed since 1901 only three 
had been carried. The necessary amendment was carried 
in botli Houses — with the virtual support of the Labour 
opposition — and February 1937 was proposed as the date 
of the referendum. 

Meanwhile anotlier case, a High Court decision in 
November 1936 strictly limiting the powers of the Com- 
monwealth to pass legislation for the control of Civil 
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jesefermdmti. Titus* iu March 193 7^ the ArntraHon electors 
were required to vote on two points t 

(tf) A constitutional amendment designed to increase the 
Commonwealth’s authority over agricultural marketing. 

(b) A constitutional amendment designed to extend the 
Commonwealth’s powers with regard to Civil aviation. 

Opposition to the marketing amendment was strong, 
chiefly because it was regarded as the thin end of a wedge 
which would lead to the extension of Federal control over 
commercial and industrial conditions in general. There 
was less opposition to the Civil aviation amendment, but 
a widespread attitude of “Safety First” led to a confusion 
between the two issues, and eventually to the defeat of 
both amendments. The agricultural producers, deprived 
of the support of either State or Commonwealth authority, 
were obUged to fall back on purely “voluntary” agreements* 
If the price falls in primary products which became evident 
towards the end of 1937 continue, there is httle doubt tliar 
the issue temporarily shelved, will again become a burning 
question. The thoughtful reader will reflect — perhaps with 
a sigh of regret — that at the root of the episode we have 
just described is that inabihty of the human being to merge 
a “local” sovereign right in a larger loyalty and sovereignty. 
If the States of the U.S.A. and of Austraha, and die Provinces 
of India and Canada, are suspicious of the sovereignty of an 
over-riding authority one can see how long and hard must 
be the educational path which leads to a United Stares 
of Europe. 

In May 1936 the Commonwealth Government amiounced 
a “Trade Diversion” poHcy which was designed to secure 
tlirce main objects : 

((j) The diversion of a larger proportion of textile 
imports— partly in order to protect Australian labour 
standards against cheap Oriental competition, and partly 
to secure a larger share in the British meat market — from 
Japan to Great Britain. 

(fe) The diversion from the U.S.A. to Australia of a large 
part of the trade in motor-^car engines and parts. 
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{cjf 1!lie diircmon from ‘‘bad'-customer** countries INa 
‘^good-customcr^’ countries of a substantial amount 
imported manufactures. 

These objectives were to be attained not only by tariff 
adjustments, but by the introduction of a licensing system 
over a considerable range of imports. The first result was 
a trade war with Japan, wliich lasted from May to December 
1936. Japan, relying upon her strong position as a buyer 
of Australian wool, promptly retaliated in June 1936 with 
a boycott of AustraHan wool and wheat, and a 50 per cent, 
increase of duty on other Australian products. The settle- 
ment reached in December 1936, to hold good until June 
1938, was satisfactory to both parties. Australia agreed to 
give Japan a larger share in her textile imports, and Japanese 
buyers, to the reUef of AustraHan wool growers, were in 
active operation at the Australian wool sales in January 1937. 
Later in the year the situation was compHcated by the 
outbreak of war in China, Australian Labour in particular 
showing considerable reluctance to participate in trans- 
actions winch would lend material support to Japanese 
aggression. 


if) 

India was not the only part of the Britisli Commonwealth 
in which the responsibihties of office produced in the 
Government a growing appreciation of the realities of the 
situation. A notable change was observable in the attitude 
of Mr. de Valera, President of the Executive Council of the 
Irish Free State since 1932. 

As has been already mentioned in Chapter XXII 
the first step towards ending the economic war, which 
had broken out in 1932, was taken in January 1935. 
The Coal and Cattle Pact then signed increased the 
quotas of Enghsh coal imported into the Free State, 
and of the Imh catdc imported into Great Britain, 
but without any lowering of the penal duties imposed 
by cither country on the produce of the other. This 
Pact, subsequently renewed in 1936 and I937» afforded 

111 



Our Own Times 


cojisidcrable relief to the Irish farmcn, who up till thm 
had been paying half the former annuities to the Irish 
Government, plus the equivalent of the whole to Great 
Britain, in the shape of the loss of the British cattle market. 
Agricultural discontent, breaking at times into open dis- 
orders, was increased by the Government’s policy of fostering 
home industries at the expense of the taxpayer and consumer. 
It was not until well into 1936 that the first ripples of the 
tide of recovery began to break on Irish shores. The 
abdication crisis of December 1936 had an important result 
in the Free State. A decision of the Privy Coundl in 
June 1935 had upheld the right of the Free State to abolish 
the right of appeal to Westminster, and had thus paved the 
way for constitutional change. The abdication of King 
Edward enabled Mr. de Valera to carry out an alteration 
in the relationship between the Free State and the British 
Commonwealth which he had proposed in 1921, and the 
rejection of which had precipitated the Civil War. Two 
Bills were introduced into the Dail on December loth, 
1936, and carried two days later. 

The first removed from the Constitution all remaining 
references to the King and the Governor-General. The 
second stated tliat so long as the Irish Free State was 
associated with the other nations of the British Common- 
wealth, and so long as the King, recognized by those other 
nations as the symbol of their co-operation, continued to act 
for them for the purpose of appointing diplomatic repre- 
sentatives and concluding international agreements, “The 
Bang so recognized is hereby authorized to act on behalf 
of tie Irish Free State for the like purposes as and when 
advised by the Executive Council to do so.” 

In short the Free State aboHshed the King as regards 
internal affairs but confirmed his right to represent her in 
external affairs, not, as formerly, in virtue of his prerogative, 
but under statutory authority granted by tlie Irish ParHa- 
ment. The Free State in fact had become a repubhean 
kiiigdom within the Commonwealth. 

In May 1937 the long-awaited new Constitution appeared. 
It confirmed the status of the Crown as defined in the two 
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Acts of December 1936, substituting a President for the 
Governor-General as the titular head of a new state to be 
known as “Eire/' and reconstituting the Senate which had 
been abolished in the previous year. In June the Dail was 
dissolved, and elections for a new Dail and a referendum on 
the Constitution were held the following month. The 
Constitution was adopted by a comfortable margin, but 
Mr. de Valera's party (Fianna Fad) was returned without 
a working majority, holding exactly half the seats in the 
Dail, the other half being shared by Mr. Cosgrave's 
following (Fine Gael), the Independents and Labour — the 
latter with an increased vote. 

Constitutional issues — with the exception of the sore 
point of Partition — being out of the way, the path was 
clear for a better understanding with Great Britain. In 
January 1937 Mr. de Valera had visited London and had 
some unofficial conversations with Mr. Malcolm Mac- 
Donald. A year later, in February 1938, he returned at the 
head of an official delegation and after three months of 
parleying an agreement was signed on April 25 th which 
brought the trade war to an end and went a long way 
towards satisfying Irish aspirations. 

Eire was given the custody of die fortified bases of 
Berehaven, Cork Harbour and Lough SwiUy, with responsi- 
bihty for their defence, the defence provisions of the Treaty 
of 1921 being thus repealed. No specific arrangements as 
to defence were made, Great Britain being content to rely 
on Mr. de Valera's repeated promises that Ireland should 
never be used as a base for a foreign attack on Great Britain. 

Eire was to pay Great Britain ^10 million in final 
hquidation of the disputed land annuities. 

Bodi countries agreed to abohsh the penal duties imposed 
on each other's goods during the trade war, and arrange- 
ments as to ordinary duties were to be made on a basis 
similar to that of the Ottawa Agreements. 

The question of Partidon was left open, Ulster having 
given in the General Elections of February 1938 unmistak- 
able evidence of her unwillingness so much as to consider 
this question. 
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In May Mr, dc Valera announced his intentions of holding 
another General Election, both by “way of popular endorse^ 
ment of his policy towards Great Britain, and to strengthen 
the position of Fianna Fail in the Dail. The result of the 
elections in June was to give Mr. de Valera for the first 
time a comfortable majority in the Dail. The election 
produced the paradoxical situation that Mr. Cosgrave was 
reduced to attacking the Anglo-Irish agreement, and was 
almost manoeuvred into the position of being more 
Republican than the ex-Rcpublican Mr. de Valera, who 
had moved several degrees nearer something suspiciously like 
an Imperialist standpoint in the sense that he attached 
increasing importance to Eire’s position in the Common- 
wealth. 

(£) 

During the years 1935 to 1938 there were many signs 
that the non-seif-goveming dependencies which make up 
the Colonial Empire were taking on a new importance in 
the eyes of the British electorate. Many causes combined 
to produce this result. The final “coming of age” of the 
Dominions ; the disastrous effects of the world depression 
upon colonial primary producers; the prominence given 
to the question of control of raw materids ; and above all 
the constant reiteration of German colonial demands.^ As 
regards the latter point in particular it began to be generally 
felt that the chief, if not the only justification for refusing 
to restore the ex-German colonies to the Nazi authorities, 
was that such a course would be contrary to the best interests 
of the native inhabitants of these areas. People began to 
ask themselves whether the confident assertion that back- 
ward races were better off under the rule of democracies 
than of totalitarian states was borne out by the facts, or 
whether it was mere hypocrisy used to disguise a purely 
selfish refusal to surren^r a square yard of the earth’s 
surface. The Colonial Empire, so long the Cinderella of 
the British Commonwealth, became the object of a public 
intetest which was at once gratifying and ^concerting to 

^ See Appendix III, 
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the authorities in Whitehall. In 1932 the Colonial Office 
issued the first of an annual series of economic surveys of the 
Colonial Empire as a whole, and in June 1938 the Secretary 
of State for the Colonies issued for the first time a report 
covering major developments throughout the whole 
Colonial Empire during the previous year. In 1937 a 
Colonial Empire Marketing Board was appointed to pro- 
mote die marketing of Colonial produce in the United 
Kingdom and overseas. When it is considered that the 
Colonial Empire, including Protectorates and Mandated 
Territories, covers an area of some 2 million square miles, 
has a population of about 59 millions and exports goods 
to the value of some ^240 milhon a year, it will be seen 
that the Board is faced with no mean task. 

To give an adequate picture of the events which took 
place in each part of the Colonial Empire during the years 
under review is obviously beyond the scope of diis survey. 
It would need a whole book, and a very fat volume at that. 
We must content ourselves with one or two developments 
which are both important in themselves and typical of the 
sort of problem which has been presenting itself. 

First among these events we shall put the disturbances in 
the West Indies in 1937 and 1938 which led to the announce- 
ment in June 1938 tliat a Royal Commission was to be 
appointed to investigate conditions in tlie Caribbean. 

The West Indies— with which we include British Hon- 
duras and British Guiana — present many problems which are 
not to be found in any other part of the Colonial Empire. 
The coloured population — which in Barbados has a density 
of over 1000 to the square mile — ^is descended mainly from 
negro slaves imported from Africa to work on the planta- 
tions. In Trinidad and British Guiana there is a large East 
Indian element imported under the indenture system which 
prevailed from 1833, when slavery was abolished, down to 
1917. The negro population has no governmental tradition 
of its own such as is preserved under the system of indirect 
rule in many African and East Indian colonies. The pohtical 
traditions of the West Indian negro arc essentially British, 
and the Crown has no more loyal subjects. The soil — 
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thougii it varies fix«n island to islands— is fertile and the 
dimatc good, although the hurricane season is often 
disastrous. None of the islands, with the exception of 
Jamaica, is anywhere near self-supporting in the matter of 
food, although “ground provisions** (sweet potatoes, yams, 
maize, etc.) are universally grown. No colony, except 
British Guiana and Trinidad, has any important mineral 
resources. Built up economically speaking on the basis of 
a few staple export industries such as sugar, cocoa, and in 
latter years bananas and citrus fruits, the prosperity of the 
West Indies is just as much at the mercy of cyclical 
depressions as of periodic hurricanes. The financial re- 
sources of each colony, and hence its abihty to provide 
adequate social services, depend, apart from such grants as 
may be made from the Imperil exchequer — upon the 
vagaries of the world’s commodity markets. Such is the 
background to the series of strikes, accompanied by rioting 
and violent disorders, which broke out in Barbados and 
Trinidad in the summer of 1937 and spread to Jamaica in 
the spring of 1938. The strikers demanded better pay, 
better conditions of work, and a general improvement in 
their situation. Enquiries revealed “a standard of wage 
and living conditions far below what is desirable,^ bad, in 
some cases ‘indescribable* housing, shortage of medical 
facilities, and a widespread prevalence of disease.** The 
producers, not altogether unjustifiably, pleaded that the fall 
in commodity prices did not permit them to increase their 
costs. The governments, many of whom had made con- 
siderable progress in such matters as land settlement schemes, 
were handicapped by lack of financial resources. In short, 
the West Indian story in recent years raises a question wliich 
presents itself throughout the Colonial Empire — though 
possibly not in so extreme a form. Is it desirable cither in 
the interests of the inhabitants, or in those of the world at 
large, to link the fortunes of a dependency almost exclusively 
to the export market for a few primary products, and if so 
how ftr is the Imperial Exchequer prepared to make good 
the resultant deficiencies of colonial revenue ? 

^ Ra|iort of tlie Royal Commiaaion on the riots in Trinidad Cmd. 5641, 1937* 
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WMst the difficulties presenting themselves in the West 
Indies during 1935 to 1938 were mainly economic in origin, 
problems of a political nature presented themselves elsewhere, 
especially in the Mediterranean area and along the borders 
of the Suez Canal. 

In Chapter XXIX we have recorded the beginnings of 
British difficulties in Palestine arising from the Arabs’ 
hostility towards the plan for establishing a Jewish National 
Home in a country which they considered should become 
an independent Arab State. This hostility was aggravated 
by the growth in Jewish immigration — ^largely due to Nazi 
persecution — from about 30,000 in 1933 to over 60,000 in 

1936. Encouraged by the rapid progress of Iraq, Egypt 
and Syria towards national independence, and irritated by 
the delay in setting up a Legislative Council in Palestine, 
the Arabs in April 1936 declared a general strike, which 
developed into open rebeUion. The Arab Higher Com- 
mittee demanded the immediate stoppage of Jewish im- 
migration as a preUminary to the establishment of an Arab 
National State. Violent disorders took place, with con- 
siderable Italian encouragement, in the course of which 
many Jews were murdered and their property destroyed. 
Large reinforcements of troops were sent out and a semblance 
of order was restored, though not without considerable 
repercussions on the feelings of Arabs throughout the Middle 
East. At the end of the year a Royal Commission under 
the chairmanship of Lord Peel was sent to Palestine to 
investigate the grievances of both parties and to suggest 
some sort of compromise. 

The Royal Commission issued its report on July 7th, 

1937, and stated that it had come to the conclusion that 
Jewish and Arab ideals were irreconcilable. In tliese cir- 
cumstances it proposed that the Mandate should be revised 
and replaced by an arrangement whereby Jerusalem, 
Bethlehem, and a corridor to the sea should remain under 
British control, wliilst Galilee and a section of the coast 
should be turned over to the Jews, the rest of Palestine and 
Trans-Jordania being given to the Arabs. Both the Jew 
and Arab areas were to become independent states. 
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Of the three parties concerned, the British Government 
accepted the proposals in principle, and sought the approval 
of the League for an investigation into the practical measures 
needed to bring the scheme into operation. 

The Arabs rejected the proposals and renewed their 
terrorist activities. This resistance caused the British 
Government to dissolve the Arab Higher Committee, depose 
the Grand Mufti and set up military courts in a determined 
attempt to stamp out the campaign of murder direaed 
against Jews and British officials. 

The Jews, or at all events the Zionist section of them, 
reluctantly accepted the scheme, but were beginning to fear 
in the spring of 1938 that the British Government was 
weakening in its determination to carry it out. Although 
in April 1938 a fact-finding Commission was appointed 
and sent out to Palestine to study the proposed partition in 
greater detail, the disorders continued, especially in die 
northern districts, where British forces were at the time of 
writing busily engaged in constructing a wire fence to 
isolate the Arab insurgents from their sympathizers across 
the frontier. In spite of the Palestine disturbances, however, 
Great Britain during the years 1935-38 effected a consider- 
able improvement in her relations widi some important 
Moslem powers. 

With Turkey her relations were not only correct but 
cordial. In 1936, partly in order to assert her sovereign 
independence and partly because of the general growth in 
armaments, Turkey decided to ask for a revision of the 
Dardanelles Convention of 1923 which restricted her right 
to fortify the Straits. This request was the more readily 
granted as being a gratifying exception to the general rule 
of securing Treaty revision by force. The new Convention 
which was signed on July 20th, 1936, permitted Turkey to 
re-fortify the Straits subject to certain conditions. Merchant 
ships were to be allowed free transit by day ; there was to 
be free exit for warships belonging to Black Sea Powers ; 
but & entry of foreign warships into the Black Sea was to 
be stric% limited ana in time of war prohibited altogether. 
The willingness of Great Britain to meet Turkey half-way 
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in the nutter of the Dardanelles Convention paved the way 
to an Anglo-Turkish friendship which found practical 
expression in the commercial agreement of 1938. 

With Egypt, an important Moslem power, British 
relations underwent an even more striking change during 
the period under review. Between 1935 and 1938 Egypt 
obtained the status of a sovereign state and membership of 
the League of Nations (May 26th, 1937). These develop- 
ments were greatly influenced, if not brought into being, 
by the Italian conquest of Abyssinia, the stationing of a 
large Italian army on the Libyan frontier of Egypt, and the 
menace to Egypt which would be involved in any possible 
extension of .the new Itahan Empire. Great Britam viewed 
Italian ambitions with similar apprehensions, and the 
common danger brought Egyptians and British into the 
framework of an Anglo-Egyptian treaty (August 26th, 
1936). With its signature the British occupation of Egyp^ 
came to an end, and was replaced by a permanent defensive 
alliance between the two countries. The British forces 
are to be concentrated in the Canal Zone for the defence 
of that waterway until the Egyptian army is capable of 
taking over the duty. Other clauses of the treaty provided 
for the gradualjcemoval of all existing restraints on Egyptian 
sovereignty. m ' April 1937 a conference was held ai 
Montreux at which the Egyptians, supported by the British, 
secured the progressive abohtion of the Capitulations^*^. 1 
pv British relations with Turkey and Egypt, though not 
f strictly belonging to a section on the Colonial Empire, have 
I a vital bearing upon one aspect of that Empire, the problem 

e preserving intaa the vital Hne of communications which 
ids through the Suez Canal to India and our colonial 
pendencies in the Far East. At the western end of the 
Asiatic sector of these communications Hes Aden, and at 
its eastern end, Singapore. 

Aden was in 1937 detached from the Indian Empire and 
set up on its own account as a Crown Colony. In February 
1938 the new naval base at Singapore, designed to accom- 
modate the most modem ships of the China fleet, the 
Austrahan Navy, and the Indian Navy, was formally opened. 
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Contemplated as early as i9ai, the project had received a 
number of set-backs largely of a politick character, but the 
National Government decided to speed up operations. 
Handsome contributions were forthcoming from New 
Zealand and the Federated Malay States, and by 1938 the 
swampy area at the north of Singapore island had been 
transformed into a healthy modem dockyard having over 
5000 fijet of deep water quays, a huge graving dock, power 
stations, storehouses, and hospitals. It is significant that 
three cruisers of tlie U.S. Navy were present at the opening 
ceremony. 

w 

The outstanding issues in Inter-Imperial relations during 
the years I935-38 were the Abdication crisis, foreign policy, 
and defence. 

Apart from the personal issues involved in the Abdication 
crisis — on which opinion throughout the Commonwealth 
displayed a remarkable unanimity — it gave rise to con- 
stimtional issues of the first importance. Under the Balfour 
.Definition of Equality of Status^ subsequently embodied 
in the Statute of Westminster, it was possible — in theory at 
all events — for His Majesty’s Governments in each of the 
Dominions to offer him advice contrary to that given by 
his Government in Great Britain. Fortunately for the 
future of the Commonwealth that contingency did not 
arise. Another interesting point was how far could the 
Abdication Act passed in the Imperial Parhament be 
considered binding on the Dominions overseas ? Although 
most of the Dominion Parliaments were not in session at 
the time of the crisis the majority of them deemed it necessary 
on assembly to pass legislation confirming that of the 
Parliament at Westminster. A new significance was given 
to the position of the Crown in the Commonwealtli system 
when for the first time at the Coronation of King George VI 
each of the Dominions was mentioned by name in the 
Coronation Oath. 

The difficulties of formulating a common foreign policy 

^ Sec page 2<5 o. 
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for the Nations of the British Commonwealth were grcady 
enhanced by the world events of 1935-38. Up to about the 
middle of 1936 faithful adherence to the principles of the 
League Covenant and to the idea of collective security, had 
been, as it were, the Highest Common Factor in Empire 
foreign poUcies. With the eclipse of these principles and 
the re-emergence of the system — ^if anarchy can be called 
a system — of power politics it became increasingly difficult 
to find common ground, apart fi:om a general belief in 
democracy and the rule of Law, between countries whose 
purely national interests were so divergent. Canada showed 
an increasing tendency to throw in her lot with the U.S.A. ; 
Australia and New Zealand, although vitally interested in 
Far Eastern developments were less immediately concerned 
with European events; Eire, who with New Zealand 
frequently manifested a ‘‘Geneva spirit*' stronger than that 
displayed in any other part of the Commonwealth, showed 
herself increasingly conscious of her position as the rear- 
guard of Great Britain; South Africa, curiously enough, 
became die most ardent champion of sohdarity with Great 
Britain. “If ever an argument was wanted,** said General 
Smuts at Stellenbosch in 1936, “for South Africa's keeping 
to her old friendsliips, it is supphed by the situation of the 
world today. . . .You can imagine what a Naboth's 
vineyard we must be to the world if we did not have friends 
in the hours of danger." The Italian conquest of Abyssinia 
which at once revolutionized the balance of forces in Africa 
and gave a new strategical importance to the Cape Route, 
supplies the key to this remarkable speech. But above all 
the position of Great Britain differed widely from that of 
the rest of the Commonwealth. No odier of the King’s 
Dominions has such world-wide liabilities, such a physical 
capacity for self-defence, or occupies so vulnerable a position 
in relation to the Aggressor Nations. 

In these circumstances it was hardly surprising that the 
Imperial Conference wliich met in London directly after 
the Coronation (May 1937) produced few decisions of any 
importance on foreign policy. Apart from an Australian 
proposal for a Pact of non-aggression amongst the peoples 
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in view of die Japanese attadk on 
China a few weeks later was destined to be stiUbom-^the 
Conference produced little but pious resolutions about non- 
aggression, the need for conciliation and economic co*- 
operation. A final resolution stated that the members of the 
Conference “whilst themselves firmly attached to the 
principles of democracy and to parliamentary forms of 
government, decided to register their view that differences 
of political creed should be no obstacle to friendly relations 
between Governments and Countries.” 

But however unwilling tlie nations of the Common- 
wealth may be to commit themselves in advance to adherence 
to cut and dried formulas, they display — m varying degrees 
— considerably greater alacrity in tackling realistic matters 
such as Defence. 

Canada, whose boundaries it has been said are “One 
North Pole, two oceans, and a fiiendly state,” was naturally 
the one to spend least on defence services, but even Canada 
in 1937 voted $35 million for rearmament. 

New Zealand increased her naval persomicl and re- 
organized her air-arm, and in 1937 set up three Boards 
under a Council of Defence to modermze all three services 
and make their conditions more attractive to recruits. 
Moreover, as Mr. Savage said on his return from London 

193 7» * we made it plain that we were concerned not only 
with the defence of our own shores and our own people, 
but also with the defence of the whole British Common- 
wealth.” 

In Australia the position was complicated by political 
dificrenccs. Mr. Lyons, viewing the problem from an 
Imperial angle was for a large development of the Navy : 
Mr. Curtin and the Labour opposition regarded the matter 
in a purely Australian light and advocated concentration 
on the air arm. The defence issue played a large part in the 
dections of 1937, which had at any rate the merit of stimu- 
ladtig public interest. Australian defence expenditure, which 
betw!^ 1934-35 suid 1936-37 averaged just over ^7,200,000 
a year, rose in 1937-38 to million. 

But nowhere was there such a striking voke face in the 
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matter Imperial Defence as in South Afnca. In April 
1935 Mr. Pirow, the Union Minister of Defence, made a 
speech in which he stated that South Africa would not 
participate in any scheme of Imperial Defence. Exactly 
two years later he was publicly reaffirming the arrangements 
made under the Smuts-Churchill agreement of 1922, 
recognizing Simonstown as a British naval base which the 
land and air forces of the Union were pledged to defend. 
Not content with this public recognition of the fact that 
South Africa rehed on the British Navy to protect her 
4000 mdes of coastline, the Union voted ^6 million for the 
Table Bay harbour extension scheme and pressed on with 
the fortification of Robben Island in Table Bay, At the 
same time the Government aimed at having a mechanized 
land force of 56,000 men (including the Active Citizen 
Force and its reserve) and planned an air force of between 
500 and 600 machines. 

In short, by 1938 aU the Nations of the British Common- 
wealth were burnishing their weapons, and altliough each 
of them maintained its right to be the final judge as to when 
and how they were to be used, there is little doubt that in 
the event of a show-down between the Dictatorships and 
the Democracies, all of the Dominions will be found on 
the side of democracy. 


(0 

We win conclude this survey with the note that in the 
middle of 1938 tliere was a widespread feehng throughout 
the Commonwealth that its nations formed an embryonic 
League of Nations, which had become of increased signi- 
ficance both as a factor in World Peace and as an example 
of an international poHty, all the more valuable in view of 
the decline in the prestige of the League of Nations. It 
remains to be seen whether in the Years to Come the 
nations of the Commonwealth will be able to create and 
operate machinery which will enable them to express their 
community of outlook in praaical measures of poHtical and 
economic co-operation. 
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3. France (1935-38) 

(<») 

We left the story of internal politics in France soon 
after M. Doumergue had fallen from power as a result of 
the charge that the reforms he proposed to introduce into 
the French Governmental macliiiae savoured of a dictator- 
ship. He was succeeded by M. Flandin who was supported 
by the groups of the right centre. This Government in its 
turn fell on the 31st May and was succeeded by a cabinet 
led by M. Laval, which lasted until January 24th, 1936, 
when M. Sarraut formed a Government, which in its turn 
was succeeded by that of M. Blum on June 4th, 1936. 

Behind this never-ending change of Governments was 
the story of a year (1935) in which administrations of a 
“ right ” complexion had endeavoured, in the face of 
steadily increasing budget deficits and an unfavourable 
trade balance, to impose a deflationary economic pohey on 
the country in order to keep on the gold standard. During 
the year over 500 Decree Laws (the so-called “ Decrets de 
Mis^e ”) were issued designed to effect an all-round 
reduction of 10 per cent, in state expenditure. Salaries 
and pensions were reduced, but the cost of living did not 
fall. One of the reasons why it could not fall was tliat no 
Government dared arouse the wrath of the peasants, com- 
prising some 49 per cent, of the total population, by 
tampering with the system of agricultural protection which 
they enjoyed. To a budget already hopelessly unbalanced 
the growing seriousness of the international situation obHged 
the French to add the extra charge of an immense re- 
armament expenditure. 

From the political point of view the year 1935 saw on 
the one hand a growth in the power and influence of semi- 
Fascist organizations such as the Croix de Feu, and on the 
other hand the increasing exasperation of the masses with 
the economic policy of the government. By the end of 
1935 the spring of 1936 the situation in France was 
such as might lead to a poHtical explosion. It is commonly 
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lield (at any rate in Great Britain) that one of the defects 
of the French parhamentary system is that it is virtually 
impossible for a government to appeal to the electorate 
except at the regular four-yearly intervals prescribed in the 
constitution. It was therefore fortunate for France that 
the growing pressure in domestic politics was in the 
natural course of events provided with a safety valve in 
the form of the elections held in May 1936. 

{b) 

The parties of the left, consisting of the Radicals, 
Socialists, and Communists, had grouped themselves into 
a Popular Front and this well-organized electoral alliance 
won a resounding victory with a majority of 140 seats in 
the Chamber of Deputies. In June a Popular Front Govern- 
ment of Socialists and Radicals with Communist support 
was formed under the leadership of M. L^on Blum, a Jew 
of the highest intellectual quahties, to carry out a programme 
which represented the Highest Common Factor between 
the widely divergent aims of the three Left Wing parties. 
Meanwhile the workers, to celebrate their victory over the 
forces of Capitalism and Fascism,” and to ensure tliat its 
fruits should not be lost by the luke-warmness of their 
Radical alhes, had begun in May an amazing outbreak of 
stay-in strikes which paralyzed the industrial life of France. 
M. Blum handled the situation widi great skiU. On the 
one hand he made it clear that the preservation of public 
order was a primary responsibdity of government, and on 
the other hand he immediately introduced a far-reaching 
series of social reforms wliich included such measures as 
a 40-hour week, collective labour contracts, paid hoHdays, 
a programme of pubHc works, nationalization of armament 
industries, raising of the school leaving age, reorganization 
of the Bank of France and restoration of the cuts in pensions 
and salaries. These measures, together with the Matignon 
Agreement negotiated in June between the Trades Unions 
Confederation and the Employers’ Federation, resulted, for 
the time at any rate, in a cessation of industrial disputes. 
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But M. Blum’s task was as yet only begun. To the chronic 
budgetary difficulties of his predecessors he had added a 
vast expenditure on social reforms, partly to implement his 
election pledges, and partly to stimulate economic recovery 
by means of increasing the purchasing power of the masses. 
“ Spending a way to recovery,” especially if accompanied 
by an increase in production and a lowering of trade 
barriers was, by 1936, a well-worn path out of economic 
difficulties, but it requires a long time before its effects are 
felt. In the meantime the immediate effect of M. Blum’s 
measures was a decrease in production owing to an 
estimated reduction by one-fifth of the total working 
hours of France,^ and a rise in prices which threatened to 
outstrip the rise in wages. French costs of production, 
already prohibitively high in terms of foreign currencies — 
thanks to a fanatical adherence to the gold standard — were 
further increased. Capital, partly from distrust of the 
Government, and partly in order to anticipate the strenu- 
ously denied, but practically inevitable, devaluation of the 
franc, poured out of the country. Desperate attempts to 
check the drain by raising the rate of interest only served 
further to embarrass a government habitually dependent 
on loans to cover more than half of state expenditure. 
By the autumn of 1936 it became clear that the purchasing 
power theory had broken down, and M. Blum was faced 
with the alternatives of setting up a closed economy on 
the totalitarian model, or of devaluation. He chose the 
latter, largely because it involved a closer co-operation 
with the great democracies of the U.S.A. and the British 
Commonwealth. The Three-Power Currency Agreement 
of September 1936 provided for the co-operation of Great 
Britain and the U.S.A. to minimize exchange disturbances 
arising out of the devaluation of the franc — and the eventual 
disintegration of the Gold Bloc — and stipulated that one of 
the essentials to die success of the scheme was a lowering of 
trade barriers. On October ist an Act was passed devaluing 
the Poincar^ franc by between 25 per cent, and 34 per cent., 
appropriating to the Treasury the profit on the revaluation 

* See VEuropt Nouv$iie^ October itStli, 1937, p. 1003. 
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of the gold reserve, and empowering the government to 
take action to prevent devaluation from resulting in a 
further rise in prices. A few days later M. Blum took 
further steps to implement the Three-Power Agreement 
by abolishing 105 out of the 750 import quotas and lowering 
the duties on many imports. Unfortunately experience 
has shown that an essential condition of success for con- 
trolled devaluation, like that carried out in Great Britain 
in 1931, is budgetary stability. This condition M. Blum 
and his successors were totally unable to secure. The 
French “ New Deal,’* consisting in the mam of long 
overdue social reforms such as had been gradually intro- 
duced in Great Britain over a period of thirty years, was 
pushed through at a pace only equalled by the speed at 
which President Roosevelt had carried out the somewhat 
similar experiment on the U.S.A. In both countries the 
same difficulties arose. Owners of property refused to 
collaborate willingly, and when attempts were made to 
coerce them, revenged themselves by attempting to sabotage 
the Government’s policy. In February 1937 M. Blum 
announced a “ pause ” in social reforms accompanied by a 
reduction in public works expenditure. But the French 
capitalists maintained their hostility to the Blum experiment, 
and manifested their apprehemion of a further devaluation 
of the franc, as a result of the increasing budget deficits, by 
exporting capital abroad. In June the Treasury had come 
to the end of its resources, and M. Blum asked for plenary 
powers to deal with the financial situation. The Chamber 
agreed, but the Senate refused to give these powers and 
M. Blum resigned. M. Bonnet, Finance Minister in the 
first Chautemps Cabinet which took office at the end of 
June, was granted the powers refused to the Blum Govern- 
ment, but in spite of drastic economies, reminiscent of the 
Laval regime of 1935, fiiiled to solve the problem. Labour 
unrest, caused by the continuous rise in prices, and the 
failure of the employers to implement the Matignon agree- 
ments was fanned to fury by the disclosure of the “ Hooded 
Men ” conspiracy in November, and broke out in strikes 
at the end of the year. A conflict of opinion arose between 
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the Govemmeat and its Communist supporters and the 
Chautemps ministry resigned. It was reconstituted on a 
Radical basis, passed a new Labour code, and then fell 
owing to the Socialists* refusal to grant it plenary financial 
powers. A similar fate overtook the stop-gap cabinet 
under M. Blum which succeeded it, the Senate this time 
refusing to give a Socialist premier carte blanche to carry 
out a pohey which included a capital levy. This last crisis 
was selected by Herr Hitler as affording a favourable 
opportunity for invading Austria. This event, coinciding 
with General Franco’s simultaneous break-through on the 
Aragon front, appeared, at any rate for a time, to convince 
Frenchmen of all parties that the only way to maintain 
France’s influence in international affairs and to protect 
those democratic principles to which the great majority of 
Frenchmen are deeply devoted was to form a genuine 
national government. The first task of such a government 
must be a resolute effort to solve the financial difficulties 
which had caused the fall of four ministries in under two 
years and which had seriously undermined the country’s 
prestige abroad. M. Daladier who took office in April 1938 
did not succeed in enrolling representatives of all parties 
from “ Marin to Thorez,” but he managed to secure for a 
limited period, and by an almost unaminous vote of both 
houses, those much debated plenary financial powers refused 
to his predecessors. 

From the point of view of the wider outlook with which 
we have endeavoured to survey affairs in this study, the 
problem in France was a particular example of one which 
in varying forms was becoming acute in all democratic 
countries in 1938. It may be expressed in the form of the 
following question: “How can a democracy so order its 
affairs that a government chosen by democratic methods 
and subject to democratic control can act with the decision 
and rapidity characteristic of the totaUtarian states i ” The 
answer would seem to be that this purpose can only be 
achieved if the electors in a democratic country discipline 
themselves within a firamework of national unity and 
recognize that sectional interests must be given second 
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place in days when the existence of the foundations of the 
national life are in jeopardy. 

Self-discipline or discipline by dictatorship? That was 
the issue in France in the middle of 1938. 


4. Greater Germany (1935-38) 

w 

In these, Our Own Times, it has become increasingly 
difficult to separate events in a nation’s history which have 
international importance from those which are chiefly of 
domestic concern. These difliculties are enlianced in the 
case of a totahtarian state such as Germany, in which 
domestic and foreign policy are inevitably blended into a 
single state activity. 

Therefore, although this section is chiefly concerned with 
internal developments in Germany during the years 1935-38, 
it must be borne in mind that the events to be related took 
place within the framework of a foreign pohcy which, 
supported by an immense programme of rearmament, 
aimed at aboUshing the restrictive sections of the Treaty 
of Versailles. This policy was so successful that as 
Dr. Goebbels was proudly and correctly able to say in 
March 1938, after Germany had absorbed Austria; “ It is 
difficult to remember who won the War.” It is to be 
hoped that this forgetfulness on the part of the Nazi leaders 
will not cause them to start another one. 

The reader will find that on page 573 of this book, in 
words written at the end of 1934, there occurs the hope 
that “ the sharper contours of the Nazi regime would 
disappear,” and that perhaps Germany “ was preparing to 
resume her place in the Great Society of Nations.” 

Writing in 1938 it must be recorded that these hopes 
have not yet been fulfilled. They were born of an optimism 
which in 1934 still placed some rehance on the public 
statements of the heads of totahtarian states. 

During the years 1935-38, the internal pohcy of Germany 
has remained true to the principles of re-arming economic- 
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ally and materially, and welding every aspect of German 
life into a komogeneous racial entity. 

It is impossible to give reliable figures as to the increases 
which took place between IPSS’-SS in the strength of the 
German fighting forces. This is particularly the case in 
regard to the air, though there were reasons for supposing 
that in 1938 the German Air Force may have had 3000- 
5000 front line machines. If this figure were correct the 
only possible competitor for parity was Russia. The 
Conscription Law passed in March 1935 in defiance of the 
Versailles Treaty increased the strength of the Army to 
36 divisions. A further increase in mihtary strength was 
made the following year when the period of mihtary 
service was extended from one to two years, and in 
September 1936 Herr Hitler informed foreign journalists 
that in addition to the regular army he had 2 miUion S.A. 
storm troopers, about 170,000 SS men and 20,000 ‘‘ dis- 
position troops.” As regards the Navy, Germany in 1938 
appeared still to hold herself bound by the Naval Agreement 
of 1935 under which she secured 35 per cent, parity with 
the British Commonwealth. When it is further borne in 
mind that by means of Youth Associations, School and 
University training, Labour Service — for men and women — 
and so forth, the Nazi Party exercises a controlling influence 
over the training, physical and mental, of the whole of the 
rising generation, and uses this control to inculcate highly 
militaristic ideals behind a smoke-screen of anti-Semitism 
and anti-Bolshevism, it will be realized that the potential 
strength of the German war machine is very considerable. 

A similar system of regimentation designed to mobilize 
the entire forces of the community in support of the Nazi 
programme at home and abroad was visible in the economic 
spliere. As we saw on page 570 Germany by the end of 
1934 — common with many other countries seeking to 
isolate themselves from the World Crisis — was already 
embarked upon the path leading towards “ autarchy ” or 
economic self-sufficiency. But Greater Germany, making 
a permanent virtue of a temporary necessity had, by 1938, 
come to advocate “ autarchy ” for its own sake* By Dr. 
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Schacht, who was Minister of Economics, President of the 
Rcichsbank, and virtually economic dictator from 1934 to 
October 193^* the policy of self-sufficiency was regarded 
as a regrettable necessity. Secure in the immense prestige 
he had acquired by tne stabilization of the mark, and 
supported by Big Business whose interests he championed, 
Dr. Schacht disgusted orthodox Nazis by his hankering 
after such Liberal ” devices as published budgets, and by 
his scarcely disguised anxiety that Germany should (pne day 
rejoin a reconstituted world economic system. His ** Plan,” 
announced in the autumn of 1934, was to redress the 
balance of international payments in Germany’s favour by 
the simple expedient of limiting imports to the amount 
which could be paid for exports, and stimulating German 
agriculture and industry to make good the resultant de- 
ficiencies. When, in spite of this self-denying ordinance, 
shortage of foreign exchange threatened to curtail supplies 
of food and raw materials, a measure of elasticity could be 
obtained by subsidizing exports (by “ voluntary ” funds 
raised by German industrialists) or by using marks devalued 
by nearly 60 per cent, in the role of debtor and employing 
the gold standard in the role of creditor. Since, in the 
natural course of events this drastic curtailment of imports 
would have meant a rise in prices, and as stabihty both of 
prices and wages was a comer stone of Nazi poHcy, Dr. 
Schacht’s plan inevitably involved an immense and intricate 
regulation of the entire economic life of Germany. During 
the Scliacht regime the drive towards increased production 
was mainly — though not entirely — concentrated on food- 
stuffs, whilst priority in the matter of imports was given 
to raw materials. By 1936 it became apparent that whilst 
Germany could produce the bulk of her needs in the matter 
of sugar, potatoes, some meat, and cereals, she could not 
hope to become self-sufficient as regards fats and fodder. 
Periodic panics arose over the alleged shortage of food- 
stuffs. Press attacks — ^ la Russe — ^appeared upon “kulaks” 
and “ saboteun of nourishment ” culminating in July 1937 
in the requisitioning of the whole national output of wheat 
and rye. The Nazi leaders could not afford to risk the 
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serious discontent which would attend a shortage of food- 
stuffs, and this, combined with a growing tension between 
the ** liberal” Dr. Schacht and Big Business on the one 
hand, and the “ orthodox ” Nazis on the other, led to a 
change both in policy and personnel. 

The chief of the many differences of opinion between 
Dr. Schacht and his opponents was the question of finance. 
Up to this point the party programme for the reduction 
of u: pmployment by means of rearmament activity and 
such grandiose schemes of public works as the construction 
of the Reich motor roads, had been financed mainly by a 
gigantic mobilization of credit. Increases in direct taxation 
being contrary to Nazi pohey, resort was had to forced 
loans (the dividends of companies were limited and all 
surplus profits earmarked for state loans), a large-scale 
conversion of about 12 milliard R.m. of debt, Free-will 
offerings ” to such funds as Winter ReHef and Air Raid 
Defence, and finally the creation of a mass of short term 
debt in the form of “ tax credit certificates ” and “ work 
creation bills.” Since no budget figures of expenditure 
were published it was impossible to keep any check what- 
ever on government spending or on the extent to which 
future tax revenue was being “ anticipated.” Rearmament 
expenditure alone was estimated by The Economist early in 
1936 as being in the region of 10 to 12,000 milhon R.m. 
a year. By the beginning of 1936 Dr. Schacht began to 
issue warnings against the delusion that the state credit could 
stand an indefinite expansion on these lines, and is beUeved 
from this time onwards periodically to have sent in his re- 
signation until it was finally accepted in November 1937. 

In September 1936 at the Nuremberg Party Rally Herr 
Hitler, after giving ah account of the successes achieved 
under the first Nazi “ Plan,” announced a second Four Year 
Plan, which by 1940 would make Germany independent of 
foreign countries for all the raw materials which could be 
produced by German ingenuity and technical efficiency. 
Whilst, during his first four years of office unemployment 
had been reduced from six million to one milhon, agri- 
cultural production increased, and the national income 
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raised from 41 to 56 milliard R.m., certain deficiencies 
remained which could only be met by imports or by 
increased production. Whatever measure of success attended 
these fresh efforts Germany could not renounce her colonial 
demands. “ The German nation’s right to live is as great 
as that of any other country.” In another speech on the 
same occasion he announced, in words not calculated to 
allay Russian apprehensions, “ If I had the Ural mountains 
with their incalculable stores of raw materials; S’^^eria 
with its vast forests; or the Ukraine with its tremendous 
wheat fields, Germany, under National Sociahsm would be 
swimming in plenty.” 

A few weeks later General Goering was appointed as 
“ Commissioner for the Four Year Plan ” with unUmited 
powers to secure its execution. He was assisted by members 
of the General Staff and a Council consisting of the various 
Ministers concerned — including the recalcitrant Dr. Schacht 
— also by representatives of business groups. It soon became 
evident to all sections of the industrial and agricultural 
community that whereas Schacht had chastised them with 
whips, Goering would chastise them with scorpions. His 
activities covered the production and distribution of raw 
materials, the provision of labour, control of prices and of 
foreign exchange. The home production of natural raw 
materials, artificial substitutes for rubber, silk, wool and 
cotton, and of oil from lignite, had already been increasing 
under the Schacht regime. Under the Four Year Plan it 
was speeded up, and where private enterprise flagged the 
state stepped in, as in the case of the Hermann Goering 
Steel works, to develop low-grade ores, established in 
July 1937. materials so produced, together with 

imported supphes, were strictly rationed, priority being 
given to rearmament needs. 

Soon after the Plan was inaugurated serious shortages of 
skilled labour began to appear, Tliis was met by the 
“ liquidation ” of private craftsmen, by very largely aban- 
doning the Nazi “ struggle against female work in industry,” 
and by widespread use of the Labour Service men and 
women. 

2C 799 



Omt Om Times 


Prkei iverc rigidly stabilized in December 1936 at the 
level obtaining in the previous October, and the workers 
were informed in round terms that no increase in wages 
was to be expected, the only practicable method of raising 
theil: standard of hving being by harder work and increased 
output. 

Financial and business circles no longer received the 
consideration they had enjoyed under Dr. Schacht. Herr 
Hitler at Nuremberg in 1937 amiounccd that he did not 
mean to be hampered by any doctrinaire respect for indi*- 
viduahsm in the execution of his economic policy. Holdings 
of foreign securities had to be notified on pain of death 
and many categories compulsorily surrendered to the state 
to increase the foreign exchange available for purchases of 
necessary foreign supphes. Imports both of food and raw 
materials were largely increased, the favourable trade balance 
falling from 550 milHon R.m. in 1936 to 443 million R.m. 

in 1937. 

But in spite of all this activity Germany's abihty to 
maintain her increasing population from her own resources 
Was obviously defective. Hence die increasing emphasis 
laid upon an unconditional return of her colonies, and, 
even more menacing, the Drang nach Sud-Osten," the 
first stage of which was accomplished by the annexation of 
Austria. Vknna is the nerve centre of South-Eastern 
Europe’^ trade, and it is inevitable that the peaceful penetra- 
tion of the Danubian markets ^ pursued under Dr. Schacht 
'with such notable success will be greatly accelerated, even 
if Germany’s political ambitions in that region arc not 
achieved. 


(i) 

Turning from the progress made in the task of mUirary 
and economic rearmament there remains to record the 
progress achieved in the matter of unifying the German 
U'ation on the basis of Race and National Sociahsm. In 
this sphere the years 1935-38 saw two successes and one 
outstinding failure. 


^ See Tabic on p. 876. 
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The persecution of the Jews which had characterized the 
early years of Nazi rule was systematized and adopted as 
part of the constitution of the Reich by the barbaric 
Nuremberg Laws of September 1935. It was enacted diat 
citizenship of the Reich was confined to loyal people of 
German, or kindred race, all others, notably the Jews, 
being classified merely as “ inhabitants ’’ with no poHtical 
privileges whatever. A second law for the “ Protection 
of the German Race ** prohibited marriages between Jews 
and Aryans, forbade sexual relations between the races on 
pain of imprisonment, and forbade any German woman 
under 45 to become a domestic servant in a Jewish house- 
hold. Nazi leaders vied with each other in the virulence 
with which they denounced Jewish-Bolshevism. Juhus 
Streicher in his bestial rag, Der Sturmer, clamoured for the 
death penalty for breaches of the Nuremberg Laws : and in 
April 1938 Field-Marshal Goering issued a decree making 
it compulsory for Jews to declare aU their property, abroad 
as well as in Germany, with a view to utdizing it in 
the service of the Reich. When Austria was annexed to 
the Reich the large Jewish population of Vienna (200- 
3 50,000) were treated, if possible, with even greater brutality 
than had been the Jews in Germany. Thousands of Jewish 
refugees from Nazi “ culture clamoured for admission to 
the civihzed coimtries of Europe, America, and the British 
Dominions. President Roosevelt took the initiative in 
bringing their plight to the favourable consideration of the 
Governments concerned. ^ 

The second success was the triumph of the Nazi party 
over the Army. The fuU details of the afiair are still un- 
known outside Germany, but it appears that towards the 
end of 1937 there was a growth of tension between the 
chiefs of the Nazi party and those of the Army. It will 
be remembered that this conflict of wills was part of the 
cause of the Blood Purge of 1934 when Rochm and his 
associates had been anxious to obtam a status for the Brown 
Shirt organizations equal to that of tlie Army. In 1938, 

^ An International Conference was being held on this subject at Evian at t|ic 
time of going to press. 
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according to information received by the author, the 
specific issues were two in number. In the first place, the 
Army chiefs objected to the anti-Christian campaign and 
in this connection the following extracts from a memo- 
randum sent to Herr Hitler by the chaplains of the armed 
forces is significant. It was entitled : “ Memoir regarding 
the effects of the Church struggle in the moral preparedness 
of the German people,” and its main points were as follows : 
The Church versus State conflict had now become a 
“ domestic political issue of primary importance.” The 
Church was being attacked from within and without and 
as an example of the latter policy, the memoir declared 
that in the training camps of the Nazi party it was repeatedly 
explained that National Socialism has three enemies : 
“Judaism, Masonry and Christianity.” The document 
went on to declare that there was a deep schism in the 
land, the consequence of which was that : “ The one half 
(of the German nation) beheves enthusiastically everything 
that is officially aimounced ; the other half holds that it is 
all a lie.” The statement was made that “ of the 18,000 
Protestant pastors in Germany approximately 1300 have 
been in prison or under police arrest since 1934, that the 
pastor should be arrested has become a routine affair for 
Protestant parishes.” Then foDowed a number of specific 
instances of brutalities towards pastors and examples of the 
manner in which Christianity was openly attacked. For 
instance, die report stated that school teachers had repeatedly 
referred to Jesus in their class-rooms as “ that Jewish tramp.” 
In a later passage the report declared that “ this chaos is 
destroying respect for authority. At the beginning of the 
Church struggle (1933) everyone clung to the idea that the 
Fiihrer knew nothing of what was happening and dis- 
approved. This confidence is weakening to-day. Every- 
where men are seeking for a name in which they can have 
hope. The feeling in regard to the regime as a whole is 
changing, however. An ever wider gulf is appearing. . . , 
It is cautiously estimated that 12 to 15 per cent, of the 
copulation has been forced into bitter opposition to the 
Sutc and the Party by the campaign against Christianity 
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. . , the assumption that only old people are included and 
that it is merely necessary to let them die off is a mistake.*’ 

The next section of the report, and this apparently is 
the explanation why it came from the chapl^s of the 
armed forces, pointed out that the situation described would 
have serious effects in time of war, when “ the full en- 
thusiasm that has been natural to the Protestant German 
when the fate of the Fatherland was at stake will be lacking 
if matters go on as they are.** In conclusion, the memoir 
demanded that attacks on Christianity should cease and that 
the State should leave the Church alone. 

In the second place, some of the leading Army chiefs 
disliked Herr Hitler’s intention to force the pace in Austria. 
They argued that it was inopportune and unnecessary. 
Incidentally, it may be mentioned here that although the 
General Staff had been opposed to the occupation of the 
Rhineland in 1936, the Fiihrcr had overruled their advice 
and was proved by events to have displayed the better 
judgment. It was against this background that in February 
1938 the world was startled to learn that a large number 
of German officers in high places had suddenly retired. 
Amongst them was Field-Marshal von Bloniberg, the 
Commander-in-Chief, one of the earliest adherents to the 
Nazi regime, who had outraged the code of the Prussian 
military caste by marrying a lady of humble birth. 

It would appear that Herr Hitler took advantage of all 
these circumstances to carry out a kind of purge in the 
Army — bloodless on tliis occasion. When it was all over 
and the German public had recovered from the nervous 
panic into which they had been thrown by these mysterious 
events (concealed from them at the time by a heavily 
censored press) it was seen that the Nazi party had revenged 
itself on the Army for its short-lived triumph in 1934* 

The memorandum of the Mihtary Chaplains already 
quoted indicates the field on which Herr Hitler was to 
receive his one outstanding defeat — perhaps, if Bismarck’s 
experience in the Kulturkampf of the 1870’s is any guide, 
his Waterloo. 
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in an earlier chapter of this book we dealt with the 
opening stages of the struggle between the Nazis and the 
Protestant Churches. In the years 1934-38, not only was 
this struggle waged with increasing bitterness, but Roman 
Catholics entered the conflict by the side of their Protestant 
brethren. The fundamental clash between Nazi-ism and 
Christianity — whether Catholic or Protestant — has never 
been more clearly or more forcibly stated than in the 
words of the Papal Encyclical, Mit Brennender Sorge, issued 
in March 1937, which ran as follows : “ Whosoever de- 
taches race, or the nation, or the state, or the form of state, 
or the government, from the scale of temporal values and 
raises them to be the supreme model, and deifies them 
with idolatrous worship, falsifies the Divinely created order 
of things.” To which statement the Nazi reply, in a press 
attack on the Catholic Church of the same date was: 
“ Loyalty must be an absolute virtue when it has relation 
to absolute values such as God, Nation, Race and Honour.” 
By deliberately placing the three last in the same category 
with God the Nazis took up the Pope’s challenge. 

Relations between the Reich and the Catholic Church 
were nominally regulated by the Concordat of 1933 in 
which the Vatican had agreed to prohibit the clergy from 
belonging to any political party — a concession involving 
the dissolution of the powerful Catholic Centre Party — in 
exchange for an undertaking from Herr Hitler guaranteeing 
the existing privileges of the Church (maintenance of 
confessional schools, provision for Catholic teaching in 
secular schools, protection of CathoUc Youth Associations, 
etc.). Difficulties soon arose over such matters as the 
Neo-Pagan teaching contained in Rosenberg’s Myt/i of the 
Twentieth Century, a book which was promptly placed on 
the Index ; over Catholic opposition to compulsory steriliza- 
tion of the unfit and to the degradation of marriage involved 
in regarding it primarily as a method of ensuring “ racial 
purity ” ; and finally over the control of the beliefs of the 
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rising gcwration. The Naas held “ plebiscites amongst 
parents in yarious parts of Germany cm the issue con- 
fessional versus secuW schools which resulted, in complete 
breach of the Concordat, in the closing of many Catholic 
schools. The Catholic hierarchy thundered from their 
pulpits against the doings of anti-Christ : the Nazis replied 
by banning Catholic newspapers and youth associations, 
arresting ecclesiastics on charges of breaking the exchange 
regulations (1936) and of immorality (1937). With the 
annexation of Austria the Catholics found one of their 
principal strongholds in danger, and at the moment of 
writing the relations between the Pope, the Austrian 
hierarchy and the Nazis are still undefined. The author 
has been informed on good authority that the Vatican 
regards a head-on collision between itself and the Nazis as 
inevitable, although the source of this opinion would not 
commit himself to an estimate of the date of the final clash. 

The struggle with the Protestants continued intermittently 
throughout 1935-38, periods of wholesale arrests and re- 
pression alternating with periods when the Nazis appeared 
to be seeking a compromise. The first pause occurred at 
the end of 1934 when the government, after their failure 
to form a Gcnnan national church under Bishop M tiller, 
appeared to have washed their hands of the whole affair. 
After an uneasy truce of six months hostilities again broke 
out in the spring of 1935 when a pulpit manifesto against 
the neo-paganism of the German Christians was read by 
10,000 pastors. Wholesale arrests were followed in July 
by the appointment of Herr Kerri as Minister for Church 
Affairs, and the subsequent attempt to transfer financial and 
administrative powers from the recalcitrant churches to 
Reich Church Committees. The “ rebel ” pastors pro- 
ceeded to preach against these bodies, and to hold ordinations 
in defiance of the ban on their exercise of this important 
function. Early in 1937 there was another pause. The 
Reich Church Committees, admitting their failure to coerce 
the clergy, resigned, and Herr Hitler announced that free 
elections should be held in April for a Church Synod 
which should draw up a new constitution for the Churches. 
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The “ rebel ” pastors, rightly suspecting the ** freedom ’* of 
elections to be hdd under Herr Kerri’s auspices, put forward 
certain preliminary conditions as regards the maimer in 
which the elections should be held. Finding that every 
facility was given to their nco-pagan opponents and that 
they themselves were only allowed to campaign in secret 
under poHce supervision, they refused their co-operation 
and the plan for a Synod was dropped. A fresh outbreak 
of arrests followed, culminating in February 1938 in the 
trial, and virtual acquittal, of Dr. Niemoller the ex- 
submarine commander who led the Protestant revolt in 
Berlin. Sentenced to six months honourable imprisonment, 
which he had already served, he was released — only to be 
taken into ‘‘ protective ” custody by the secret police. 

The strength and pertinacity with which the Christians 
of Germany have struggled with the Nazi prophets for the 
soul of the German people, and the sympathy which that 
struggle has aroused throughout the Christian world con- 
stitute the only serious defeat the Nazi regime has as yet 
sustained. 

(<0 

In Germany — as in other European countries — the internal 
situation in August 1938 was dominated by the international 
position. All reports from Germany during this period 
emphasized that the population as a whole hved under the 
shadow, and in the fear, of war. 

The tension was extreme, and it was caused by such 
measures as preparations for autunm manoeuvres, in which 
for the first time whole divisions of reservists were to be 
employed ; by the compulsory mobilization of labour for 
night and day work on die fortifications (the Siegfried Hnc) 
covering the west of Germany; by the declaration that a 
wide belt in the west was a military zone ; by a speeding 
up of rearmament measures and an intensification, especially 
in Austria, of the persecution of the Jews. In Austria there 
appeared to be a good deal of dissatisfaction on the part of 
the Austrian Nazis, who discovered that the Anschluss did 
not ensure their obtaining the best jobs, but merely brought 
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them irrevocably within the steel framework of the Nazi 
regime ^ as run from Berlin and Munich. 

It seemed in August 1938 as if Nazi Germany was very 
close to the great Divide between Peace and War, and 
that — ^perhaps whilst this book would be going through 
the press — grave and far-reacliing decisions might be made 
by Herr Hitler in his mountain retreat at Berchtesgaden. 


5. Spain (1935-38) 

W 

At the end of 1934 we left the story of Spain ^ with this 
question : “It remained to be seen whether clergy and anti- 
clericals, peasant and landowner. Socialist and Conservative 
Republican, Catalan, Basque and Castilian, could learn to 
compromise and co-operate ? and we continued as follows : 
“ It may be, it very likely will be, that Spain will yet play 
as great a part on the world stage as she did in the Middle 
Ages.’* 

By the spring of 1938 all hope of compromise appeared 
to have been extinguished, and Spain, ^though she was 
indeed playing a dominating role in European politics, 
was doing so in a very different sense from that we had 
contemplated in 1934. Yet it is still possible that from the 
ashes of a Civil War wliich threatened at times to involve 
the whole of Europe a new Spain may arise, born of common 
suffering and common necessities. 

The tragic story which we have to tell in this chapter 
begins in February 1936 with general elections at which 
the coalition of the Left polled 47 per cent, of the votes and 
that of the Right 49 per cent. The distribution of seats did 
not reflect this result and when the Cortes reassembled 

^ It was a matter of some interest to the autltor of this book, and may perhaps 
be significant of the state of mind of tlie rulers of Germany at this period, that a 
decree published in the German Official Gazette for July 28th, 1938, announced 
that Herr Himmler, Chief of the Secret Police, in consultation with Dr. Goebbels, 
Minister of Culture and Propaganda, had decided, according to the law for the 
protection of the German people and state, to forbid the circulation in Germany 
of the K-M Nem-Letter published by Commander Stephen King-Hall. 

» See Chapter XXVI. 
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ciw Lc^ Gfoap held 26s seats and the R^ght Group 144. 
The centre parties who had polled 4 per cent, of the wtes 
had 64 seats. 

A Government of Liberals and Republicans was formed 
under Senor Azana, with the support, but without the 
participation, of the Socialists and Anarcliists. 

We have noted in Chapter XXVI that when tlic Right 
Wing groups were in power between 1933 and 1936 the 
reactionary character of the Government produced a re- 
bellion organized by the Left, and now that in 1936 the 
Left Wing was in power the pendulum swung in the 
opposite direction. 

Those who had been imprisoned for their share in the 
October 1934 rising were released, and die extreme elements 
proceeded to exploit their electoral triumph. Political 
murders (on both sides) were frequent; the peasants 
seized lands ; churches were destroyed in areas where the 
ecclesiasdcal authorities were suspected of being hostile to 
the Republic. In short the Spanish Government was faced 
with the familiar democratic dilemma of having to restrain 
the activities of its own supporters in the interests of public 
order. In Spain this dilemma was aggravated by a number 
of factors peculiar to that country, more particularly by 
the absence of the stabilizing influence of a strong middle 
class, such as, for example, existed in France, 

To what extent the disorders, and the reaction which 
followed them, were actively fomented by foreign Powers 
it is as yet impossible to say with any certainty. That 
agents of the Comintern were active is highly probable, 
though the extent of their influence must not be exaggerated 
as the orthodox Stalinists in Spain were largely outnumbered 
by Trotskyists and anarchists who were almost as hostile 
to the Russian (1936) brand of Communism as they were 
to Fascism. Nor can it be doubted that Italy and Germany, 
both of whom were vitally interested in the estabUshment 
of a reactionary government south of the Pyrenees, were 
largely concerned with the mihtary preparations for a 
revolt. But here again it was not aU plain sailing as the 
Spanish Royalists and Catholics by no mcmis saw eye to 
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eye with tfac Falangist allies of Hitler and Mussolini. The 
pc^ulax notion that the Spanish struggle was in its origins 
a fight between Communism and Fascism cannot be enter- 
tained by anyone with the slightest familiarity with Spanish 
history or the Spanish character, for the Spaniard is 
essentially an individualist to whom both of the rival 
“ ideologies ” are equally abhorrent. In its early stages the 
struggle was fundamentally a Spanish affair, one more act 
in the ceaseless struggle between anarchy and miHtary 
despotism. It was only as the conflict proceeded that foreign 
intervention made it assume proportions that threatened 
to involve the whole of Europe in a twentieth-century 
version of the old Wars of Religion. The intemationd 
aspects of the struggle are dealt with in Chapter XXXVI. 
Here we must confine ourselves to a brief account of events 
in Spain. 

(h) 

When General Franco raised the standard of revolt in 
Morocco on July 17th, 1936, the strength of the opposing 
parties was about equally divided. The Government 
strength lay, roughly speaking, all round the coasts from 
Bilbao in the north to Barcelona in the south, and included 
Madrid, as well as all the chief mining and industrial centres 
and most of the ports. The air force and most of the 
ships of the Fleet — minus dieir officers — remained loyal to 
the Govermnent. The insurgents' strength lay in the 
agricultural districts of the interior and they could count 
on the support of practicaDy the whole of the Army, The 
advantage, if any, seemed to be with the Government, 
who, once die first shock of the revolt was over, might 
eventually have forced the rebels into submission by cutting 
off supplies of war materials. Moreover they controlled 
the gold reserves of Spain, whilst the insurgent leaders 
could only pay for foreign supplies by promises of valuable 
commercial concessions. 

General Franco’s revolt was the signal for the rising of 
all the miHtary garrisons of Spain. In certain great cities, 
notably in Madrid and Barcelona, these risings were nipped 
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in the bud. In others, both in the north and in the south, 
the insurgents were successful, and proceeded to exterminate 
their poUtical opponents by thousands. On the Government 
side, in the absence of the pohce and regular troops, the 
masses took control. Everything was run by workmen*s 
committees, from the control of the various party mihtias 
to factories and food supplies. Excesses were frequent and 
violent. In September when a ministry with a Socialist 
majority under Senor Caballero took office, attempts were 
made to set up a centralized control. But it was not until 
February 1938 that it was decided to substitute for the 
multifarious militias a “ people’s anti-Fascist army ” on the 
basis of conscription. 

Meanwhile the war had been developing on two main 
fronts. In the north General Mola had succeeded in 
September in turning the flank of the mountain barrier 
which lay south of the Government strongholds in Asturias 
and the Basque province, by the capture of Irun, and had 
proceeded to occupy San Sebastian. In the south General 
Franco at the head of an army of 55,000 troops, mostly 
Moors, had succeeded in crossing to Algeciras without 
hindrance from the Navy. He was assisted by Italian 
aeroplanes and by some thousands of German technicians,^ 
and had considerable supplies of foreign munitions. He 
proceeded to march northwards towards Madrid, having 
estabUshed control over the area between liis hne of march 
and the Portuguese frontier. His advance was delayed by 
the necessity of reheving the garrison of the Alcazar at 
Toledo, which had held out for ten weeks against the 
attack of Government forces. The relief was effected on 
September 27th and General Franco continued his advance, 
confidently expecting to be in the capital by Christmas. 
But at Madrid, in November 1936, the insurgents met 
with their first serious set-back. Reinforced by an Inter- 
national Brigade some 15,000 strong, composed of the 
volunteers who had drifted into Spain from all countries 
to enlist in the struggle against Fascism, and assisted, by 

It was estimated in a Report issued by the Foreign Policy Association of 
New York, April ist, 1938, that by the end of 1936 these amounted to 10,000. 
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Russian tanks and aeroplanes, the defenders of Madrid put 
up a stubborn and desperate resistance. At this point the 
initiative in the matter of providing the insurgents with 
much needed assistance passed from Germany to Italy. 
At the turn of the year at least 10,000 Fascist militia arrived 
in Spain, and unlike the volimteers on the Government 
side who arrived mostly in the clothes they stood up in, 
these troops arrived in regular military units, fully equipped 
and under their own commanders. The Italians played a 
prominent part in the capture of Malaga in February 1937, 
but their reputation was not enhanced by the rout which 
they suffered at the hands of the Government forces the 
following month at the battle of Guadalajara. 

In the meantime the Government, which in November 
had been transferred from Madrid to Valencia, was facing 
serious difficulties. Its attempts to organize a centralized 
control over the activities, military and economic, of its 
supporters met with strong opposition, especially from the 
anarchists. In the spring the trouble came to a head in 
Barcelona, the anarchist stronghold, and in May it became 
necessary to transfer a strong detachment of assault guards 
from the Madrid front to assist the Catalan Government 
to put down an anarchist revolt. All sections of Catalan 
opinion resented this “outside’* intervention. In the middle 
of May the Caballero ministry fell and was succeeded by 
a government of which Senor Negrin was the head, assisted 
by Senor Prieto, leader of that branch of the Trades 
Unionists who were hostile to Caballero. 

These disturbances took place at a time when unity was 
vital to the Government cause. In April the insurgents 
began an advance on Bilbao, which after a desperate 
resistance in the face of artillery bombardments on a scale 
comparable with those of the Great War, and of aerial 
attacks — largely by German and Itahan planes — surrendered 
on June 19th. Despite the loss of General Mola, killed in 
an aeroplane accident early in June, the insurgents continued 
their acfvance on Santander, which fell at the end of August, 
and finally overran the whole of the Basque Province and 
Asturias, The fall of Santander was signalized by an 
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exdiangc of congratulatory telegrams between Franco and 
Mussolmi which had awkward repercussions at the Non- 
Intervention Committee* 

From October — during which month the Government 
headquarters were again transferred from Valencia to 
Barcelona^ — until mid-December, no operation of major 
importance took place, although news of an insurgent 
offensive in the south reinforced by troops from the northern 
front, was hourly expected. On December 15th the 
Government’s newly created People’s Army unexpectedly 
took the offensive and won a striking, but short-lived 
victory at Teruel. Early in 1938 General Franco began his 
long-heralded counter-offensive on the Aragon front and 
broke through on a wide front to the Mediterranean, 
cutting off Catalonia from Valencia and Andalusia. The 
Government was once again reorganized under Senor Negrin 
and valiantly refused to accept defeat. 

By August 1938 the insurgents had reached the Mediter- 
ranean on a front some twenty miles wide, and then turned 
south in order to assault Valencia. In these operations they 
were assisted by great numbers of Italian aircraft. It was 
announced in Rome, for example, that during the period, 
July 13th to July 25th, Italian bombers made 783 raids and 
dropped 750 tons of explosives. The fighter machines 
made 1124 flights and destroyed 20 Republican machines. 
Altogether the Italian airmen made 2808 flights for a total 
of 5630 houn. The total Italian losses in Spain up to the 
end of May were stated to be 9541. 

In August the Republicans launched a counter-offensive 
across the Ebro river and — at any rate temporarily — checked 
Franco’s advance on Valencia. 

At the moment of writing (September 1st, 1938) the 
Spanish Government had accepted in principle the Non- 
Intervention Committee’s plan for evacuating volunteers. 
General Franco had replied evasively. There was no sign 
that this sanguinary struggle would be setded by a Franco 
viaory before the winter set in. 
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6. The Far East (1935-38) 

w 

On page 665 of this book appears the phrase : “ During 
1934 it seemed as if Japan was preparing for war.” This 
estimate was to come true during the period under review. 

We have akeady rioted that under the leadership of 
General Chiang Kai-Shek the Central Goveniment of 
China, with its headquarters at Nanking, was making 
remarkable progress towards the unification of China and 
the creation of various centrally controlled governmental 
services, which are the essential machinery of a modem 
state. 

It is clear that two poHcies lay open to Japan. One was 
to adopt a pohey of conciUation and economic penetration, 
seeking on the one hand to mitigate the traditional Chinese 
hostility towards Japan, a hostility which during the period 
under review was being made manifest through the rapidly 
growing spirit of Chinese nationalism, and on the other 
to provide China with the capital and technical assistance 
she required. Later on the two countries might form a 
Pan-Asiatic bloc. The other pohey was to attack China 
before she became a great power and so establish Japanese 
military and political control over at any rate the northern 
part of the huge territories of China. 

There is a good deal of evidence that the great com- 
mercial interests in Japan, supported by those elements in 
the Diet which by Japanese standards can be described as 
“ Liberals,” were in favour of a pohey of concihation. 
These people, of wider vision than their mihtary opponents, 
appreciated that the fundamental interest of Japan in China 
was economic, that the Cliinesc were the natural purchasers 
of the exports of an industriahzed Japan, and that — as the 
British discovered in India — one does not do business by 
making one’s customers sit on bayonets. In opposition to 
this group were the advocates of the policy of force. These 
were the mihtary men, and the word “ mihtary ” must be 
taken to include the chiefs of both the fighting serwees, 
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die reficcticm {to be kept in a bracket of the reader’s 
mind) that a traditional jealousy exists in Japan between the 
Atmy and the Navy. 

The military group were set on the policy of force for 
Several reasons. Firsdy, they never ceased to regret that 
some years earlier they had not struck at Russia in the 
Far East before the Soviet Union had succeeded in making 
of the Far Eastern Maritime Province a strong, self-contained 
fortified state, tenanted by an army of some 200,000 men, 
a powerful air force, and a submarine flotilla based on 
Vladivostock. The military anticipated that if they did not 
themselves secure a strangle-hold on China, it would only 
be a matter of time before Russia succeeded in doing so. 
On the other hand, the conquest of North China would 
permit the Japanese to press westwards into Mongolia and 
up towards Lake Baikal, thus isolating the Far Eastern 
Maritime Province both from Russia in Europe and from 
China, 

Secondly, it appeared to the military mind that the 
forcible subjugation of the Chinese Government was the 
only method of extending and consohdating Japanese in- 
fluence in China, and of ensuring those imintcrrupted 
economic relations between Japan and the mainland which 
in all circumstances are regarded as essential to the safety 
of Japan. 

Thirdly, the Japanese military were well aware of the 
progress being made by Chiang Kai-Shek in his task of 
unification and it seemed possible that if tliis progress were 
continued, a time might come — ^say within twenty years — 
when a powerful and united China, armed with modem 
weapons and inspired with western imparted nationalism, 
would drive the Japanese out of the mainland of Asia and 
back to the islands from whence they came. 

So much for the two schools of thought in Japan. There 
were also two points of view in China. One was held by 
Chiang Kai-Shek and may be summarized as follows: 
He argued that an immense task of construction, political 
and economic (as outlined by Sun Yat Sen) lay before the 
Chinese people, and that it was essential at almost any cost 
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to gain time for the pursuit of this task. He advocated as 
much resistance as possible to Japanese prmure and intrigue 
up to, but not exceeding, the point of open rupture. His 
opponents in the inner councils of the Kuo-niintang, plus 
the Communists ” against whose armies the Central 
Government was sporadically campaigning, the university 
students, and other strident elements in the land, clamoured 
for a more vigorous policy against Japan’s continued 
aggression in matters great and small. 

It will be appreciated that the further General Chiang 
Kai-Shek and his supporters, notably Mr. Soong, the 
Finance Minister, progressed in their eiforts to unify and 
strengthen China, the stronger became the opposition to 
their Fabian tactics towards Japan. For though it was 
essential to the success of his internal policy that the General 
should develop and foster a spirit of nationalism which 
has hitherto been foreign to the Chinese mentahty and 
contrary to its traditions, the creation of this spirit in- 
evitably led to a demand for more resistance to Japanese 
aggression. Such in brief is the setting in which the Sino- 
Japanese drama continued to develop in the years 1934-38, 
and this setting, it must be remembered, had beliind it a 
background of events in Europe^ all of which indicated 
that the world was passing tlirough a period during which 
foreign policy was too often synonymous with aggression ; 
a period during which the ideal of collective security 
through the Covenant of the League dissolved before the 
menaces of the totalitarian states. 

(i) 

We come to 1935. It would be tedious to attempt any 
detailed enumeration of the incidents by means of which 
the Japanese miHtary commanders in North China excused 
and explained their efforts to create a group of Five Northern 
Provinces (Hopei, Chahar, Suiyuan, Shansi and Shantung) 
of an area of about 470,000 square miles, which should be 
independent of Nanking. This meant that- in fact they 
» Chapter XXXVI. 
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ilroidd b<p toiaiese proceccorate* In all the complicittc 4 
tti^goiiaiions wisich followed, the Japanese Foreign Office 
frequently disclaimed all knowledge of what the Army was 
doing in China. 

By the end of 1935 die Japanese had only obtained a 
patt of their oWcctivCt a failure which was cmefly due to 
the masterly skill with which the Chinese involved them in 
a jungle of negotiations and compromises. During 1936 
the Chinese managed to hold their own and General Chiang 
Kai-Shek greatly strengthened his internal position. He 
settled the quarrel between the Nanking Government and 
the southern provinces of Kwangtung and Kwangsi, thus 
terminating a long-standing feud between himself and the 
Canton leaders. It was in this same year that the 
decisive struggle took place inside japan between the 
moderates and the military. The latter won the day and 
it is now clear that a Five Year Plan of the customary 
totalitarian and mihtarized character, which was put mto 
operation in the sprmg of 1937, was the prelude to an active 
policy of aggression in China. In July the Japanese staged 
another of die time-honoured “ incidents ” in North China ^ 
and hostilities began, which on this occasion were to 
extend and grow into the dimensions of a full-sized war. 

From an intemational point of view tlie Japanese military 
had chosen their moment well The Chmese appealed to 
the League, a gesture which m the circumstances existing at 
the time may almost be considered as a compliance with 
international formalities, or an act of courtesy, rather than a 
move made with the expectation that it might produce 
substantial aid, China had in her own case experienced 
the disillusion of 193 1 and later had seen Abyssinia abandoned 
to her cruel fate. It is true that on October 6th, after 
various delays at Geneva, the Assembly of the League 
screwed itself up to the point of adopting a resolution 
whidh said that : Members of the League should refrain 
from taking any action which might have the effect of 
wcaksening China’s power of resistance, and should also 
consider how far they can individually extend aid to 

Tlriie Lukouchiao inddent^ July 7tli, 1937. 
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China/' but that was as far as collcctiw security would go. 
An attempt was also made to terminate the conflict by 
invoking a conference at Brussels of the signatories of the 
Washington Nine-Power Treaty. As the U.S.A. parti- 
cipated in this Conference, and as at the time there were 
signs that the American administration were contemplating 
a forward poHcy in support of the organization of inter- 
national peace, there were some hopes that Brussels might 
produce eflfectivc results. These hopes were disappointed 
as it was clear by the time the Conference opened (Nov. 3rd, 
1937) that none of the Powers were prepared to bell the cat. 
Three weeks later the Conference collapsed and adjourned 
amidst the sarcastic comments of the Italian and German 
Press. 

Meanwhile the hostilities in China had developed rapidly 
and on a large scale. There are good grounds for supposing 
that the Japanese plan was for a short, sharp mihtary cam- 
paign in North China, followed by the estabUshment of a 
puppet state comprising the five Northern Provinces south 
of the Great Wall. It was, in short, to be a repetition of 
the pohey adopted in 1931-32, when Japan had annexed 
the three provinces north of the Wall and turned them 
into the puppet state of Manchukuo. 

If this was the plan it was entirely in harmony with the 
principles of the long-term Japanese policy of biting off 
a mouthful of China at a time and then pausing for digestive 
purposes. The plan we have described failed for two 
reasons. Firstly, the Cliinesc nation rallied in an astonishing 
manner round Chiang Kai-Shek and the Central Govern- 
ment, and secondly, the Japanese Navy— to use a naval 
expression — went off half-cock, and in order not to be 
overshadowed by the military successes in the North the 
naval people attacked the Chinese in Shanghai and were 
soon in serious trouble. The gallant resistance of the ill- 
armed Chinese regular forces obliged Japan to embark on 
a major campaign for the destruction of the Chinese Central 
Government, a campaign which was marked by the most 
brutal behaviour on the part of the Japanese troops, of 
whom about a million were said to be engaged by the 
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^dmgdfi938.^ Foreign Interests in Shaagjiaiaiid elsewhere 
were ignored, and on December lath an American gunboat, 
the Pamy^ was bombed atid siank in the Yangzte by Japanese 
forces. Peking and the Northern Provinces were soon 
captured and the Japanese northern armies then campaigned 
southwards to the Yellow River along the railway, and 
westwards into Mongolia, massacring the people and laying 
waste the countryside. The large forces they were obliged 
to send to Shanghai drove the Chinese out of that city 
after a month of desperate fighting, and by December 15 th, 
1937, the Japairese had advanced up the Yangtze valley to 
Nanking, the seat of the Central Government. The capital 
city was captured and foully sacked. The Japanese com- 
manders lost control of their troops and an absolutely 
reliable eye-witness informed the writer that the scenes of 
horror beggared description. It was estimated that there 
were at least 18,000 cases of rape, whilst about 6000 Chinese 
soldiers who had laid down their arms and entered die 
refugee camp were dragged out, hundreds at a time and 
either shot or used for bayonet practice. Shops were 
looted, buildings destroyed and nor even the property of 
foreigners escaped destruction. 

The Japanese advance into China was accompanied by 
frequent bombing raids on towns and railways, some far 
inland. Canton was bombed on several occasions, and a 
blockade of the Chinese coast was announced. It was note- 
worthy that for many months the Japanese Government 
professed to have no official knowledge of the existence of 
a state of war between China and Japan, and the conflict 
continued to be termed “ an incident,'* partly no doubt to 
avoid bringing the American Neutrality Act into operation. 
Thejckyll and Hyde behaviour of the Japanese Cabinet and 
military chiefs was of considerable convenience to Japan 
when dealing with the dozens of protests made to her by 
foreign Powers in connection with the infraction of their 
rights in China. 

At the end of 1937, after a German attempt to mediate 
between the two parties had failed, it seemed to many 

' Accurate figures are difficult to obtain. 
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foreign observers that the militarv victory of Japan was 
assured. Such of the regular Chinese divisions as had 
survived the slaughter at Shanghai were, in the absence of 
a large native munitions industry, and of the support of 
an adequate air force, unlikely to defeat the highly mechan- 
ized and well-equipped armies of Japan in a pitched battle. 
The only hope of Cliina’s ultimate survival lay, it was 
thought, in Japan’s inability to digest the huge carcase of her 
prey. But this verdict proved premature. In the spring 
of 1938 Chiang Kai-Shek announced from his temporary 
capital at Hankow that the Central Government had no 
intention of abandoning the struggle. Acting — unlike the 
luckless Haile Selassie — on the advice of his foreign military 
experts he decided to rely chiefly on guerilla warfiure, 
drawing the Japanese farther and farther into the immense 
spaces of Cliina and constantly harassing their military 
garrisons and their ever-lengthening hnes of communica- 
tion. Another and scarcely less important part of his policy 
was to employ aU the resources at his disposal to carry 
on intense educational propaganda to stimulate Chinese 
nationalism and strengthen resistance to the invader. These 
efforts, which were assisted by the Japanese air attacks on 
the civil population, produced results which astonished 
foreign residents. In addition to this moral reinforcement 
the Chinese received material assistance, largely from Russia, 
but also from Britain, Germany, Italy and the U.S.A. 
Nor was Russian assistance confined to some 500 aeroplanes, 
for by keeping Japan constantly on the qui vive in the 
north she secured the maintenance of some 300,000 picked 
Japanese troops on the northern frontier. 

In May 1938 a pitched battle developed over an enormous 
area around Suchow, at the junction between the Lunghai 
and the Tientsin-Pukow railways. A spectacular break 
through of the Chinese troops in southern Shantung was 
followed by weeks of stubborn fighting, and it looked at 
one moment as though 150,000 picked Chinese troops were 
about to be encircled at Suchow. They were, however, 
skilfully extricated. Meanwhile the Japanese had captured 
Amoy Island and initiated an attack on a third (southern) 



la idjB the YdOiow River (Chiim’s Sorrow) 
Imrst it$ baiJcs and this cataclysm completely disorganked 
the Japanese advance on Hankow from the north. 

By August 1938 the Japanese were endeavouring to force 
their way up the Yangtze valley towards Hankow. The 
progress of the invaders was slow and their difficulties in 
hol&ig down the immense area of the occupied territories 
were increasing. Furthermore, a serious clash between 
Russia and Japan took place on die Manchukuo border and 
developed into a considerable engagement. A truce was 
declared on August loth, but it was dear that as Japan 
became more and more bogged in her Chinese adventure, 
tibere was a distinct possibility that Russia would jump on 
her back. If, as seems possible, Japan fells in China, a vast 
new force, the New China, will emerge on the stage of 
world affairs. 


7. Roosevfxt’s Second Term of Ofhce 

(«) 

In Chapter XXX we left President Roosevelt in the middle 
of his first term of office announdng to the 74th Congress 
in January 1935 ’his Triple Security Programme which was 
accompanied by the largest Federal Budget in American 
peace time history. It is not possible in this short survey 
to give a detailed account of the policies and legislation of 
the enstmg three years. All that can be done is to indicate 
the main controversies that arose in connection with the 
chequered career of the New Deal. 

During the fast half of 1935 the Federal Administration 
was end^vouring to consolidate the Recovery measures of 
^P 33'*34 into a permanent Reform of the social and economic 
smicmre of the U.S.A. Security of Livelihood was 
the object aimed at in the I5000 million Work Relief 
Pro^mme, which was designed to take 3J million un- 
tanployed off the “ dole ” and put them to work on suci 
projects as rural electrification and slum clearance. “ Security 
the vicissitudes of Life ” was provided in the com- 
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pfchensive system of old age and unemployment msurancc 
cmbod^d in die Social Security Act. These first two 
items in the Triple Security Programme became law in 
April 1935 * Meanwhile the campaign against powerful 
vested interests was being opened on two other fronts. 

Following on the President’s speech in December 1935, 
about the necessity of “ taking the profits out of war,” a 
Senate Committee started to investigate the activities of 
the armaments industry— with rather unforeseen results* 
After the public washing of a great deal of dirty linen — 
and not only American linen — ^several bills dealing with 
armaments profits were introduced but failed to reach the 
Statute Book. Bur as a result of allegations made during 
the enquiry that financial interests bound up with the 
Allied cause had been partly responsible for involving the 
U.S.A. in the war of 1914-18, the traditional neutrality 
policy of the U.S.A. came up for reconsideration. In the 
Neutrality Act of August 1935 (subsequently modified and 
extended in 1936) the U.S.A. virtually abandoned her old 
claim to the Freedom of the Seas and empowered the 
President in the event of an outbreak of war in which 
the U.S.A. was not involved, to prohibit the export of 
“ arms, ammunition and implements of warfare ” to both 
belligerents, and to withhold the protection of the U.S.A, 
from American citizens who travelled on the ships of a 
belligerent nation. But this is to anticipate the upshot of a 
controversy which first broke out in the spring of 1935. 

The other front upon which the President’s campaign 
was opened in the early montlis of 1935 — a campaign which 
is by no means over in 1938 — was that of Public Utilities. 
In March, the President, in transmitting to Congress the 
Report of the National Power Policy Commission, attacked 
the powerful Utility Holding Companies and called for 
the elimination of aU superfluous concerns. It was his 
declared intention to use the T.V.A.^ rates as a yardstick ” 
for measuring the rates charged by private companies. 

It was not to be expected that Rugged Individualism ” 
would take this onslaught lying down. It was estimated 

» The Tentiessee Valley Authority. 
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U the WghiJm of the year that 3 89 cases involving various 
aspects of the New Deal were j^nding before the Supreme 
Court. In February the Court had upheld the Government 
in certain cases brought to try to enforce the gold clause 
in contracts, and decided that payment could be made in 
devalued dollars. But in May came the first of a series of 
decisions which rocked the New Deal to its foundations. 

The National Industrial Recovery Act, due to expire 
in June 1935, had already come up for renewal, when on 
May 27th, in the so-cJIed ** Sick Chicken case, die 
Supreme Court declared most of the famous N. 1 <..A. Codes 
unconstitutional. Commenting on the decision to a Press 
Conference a few days later, President Roosevelt said that 
the Supreme Court had interpreted the Constitution in the 
light of the “ horse and buggy days of 1789/* The President 
then set to work to rescue as much of the New Deal as 
could be brought within the limitations prescribed by the 
Court. Many businesses offered voluntarily to maintain 
the codes : federal assistance to farmers was continued under 
the guise of Soil Conservation ” : a threatened strike in 
the soft coal industry was averted by the passage of an Act 
setting up a miniature N.R.A. for that industry : a Labour 
Disputes Bill created a new Federal Labour Relations 
Board: and new taxation measures, increasing taxation 
on large personal incomes and on corporations became law 
in August. Soon after Congress rose on August 26th after 
one of the longest and most exhausting sessions on record, 
the President decided to rest on his oars for a space and 
announced a ** breatliiiig spell’* in social reforms. 

In the autunm of 1935 some preliminary sniping in the 
federal courts directed at the Guffey Coal Act, the Utility 
Holdings Act, and the Labour Relations Act, indicated that 
1936 would sec the Supreme Court, supplied with am- 
munition by “ Rugged Individualism,” conducting a root 
and branch onslaught on the reconstituted New Deal, and 
upon such fragments of the original as remained. Mean- 
while, the issues in the Presidential Elections of 1936 were 
beginning to crystallize, “Big Business” was trying to 
rally all sections of conservative opinion with the time- 
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honoured war-cry of “ The Constitution in Danger ” ; the 
farmers, the working classes, and enlightened opinion 
generally were for backing up the New Deal : and both 
camps were divided on the question, brought into the 
foregrouno by the struggle between the League and Italy 
over Abyssinia, of American foreign policy. 

In January 1936 President Roosevelt set the course of 
his administration in both foreign and domestic affairs. 
Denouncing the 10 to 15 per cent, of the world’s popula- 
tion (the totalitarian states) who blocked the road to 
peace, he defined the new American neutrahty policy as 
being that of “ The Good Neighbour.” As regards hornet 
affairs, he challenged the power-seeking minority to askl 
Congress to reped the whole New Deal and see what i 
happened. 

Scarcely were the words out of his mouth, when, on 
January 6th the Supreme Court declared A.A.A. (the 
Agricultural Administration Act) unconstitutional. This 
decision not only brought the Coal, Sugar, Railroad 
Pensions and vital parts of the Social Security Acts toppling 
to the ground, but deprived the Administration of some 
$500 million estimated receipts from processing taxes, and 
exposed it to the possibihty of having to refund $1000 
million already collected. As if this blow were not enough, 
Congress proceeded on January 27th to pass, over the 
President’s veto, an Act forcing the Treasury to pay in 
cash to ** veterans of the Great War ” (many of whom 
had not left the shores of the U.S.A.) bonuses amounting 
to over $2000 million. 

As regards the fundamental principle at stake, the President 
decided to await the verdict of the forthcoming Elections. 
In the meantime, he short-circuited the Supreme Court by 
extending the Soil Conservation Act of 1935 to cover the 
main operations of the defunct A.A.A. and forced Big 
Business to meet the additional expenditure incurred by 
the forfeiture of the Processing Taxes and the Soldiers 
Bonus Bill by imposing a graduated tax up to 33 per cent, 
on Corporation profits. Whereas in his original Budget 
message to Congress on the same day as die Supreme 
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Cmst dwsiott Mf, Rooscvelc ImkI €Sfimaf «54 a deficit m 
^ t 9 p^%^ budget of some $u %4 miBiou^ when the fiscal 
yeai closed on June 30th it actually amounted to well oyer 
$4000 million. By the middle of 1936 the whole of the 
American scene was dominated by the forthcoming Presi-^ 
dential Elections* 

This campaign, from the middle of 193$ up to the close 
of the year, shared with “ The Simpson Affair ” the news 
in the U.S,A. 

On June lath Mr, Landon, Governor of Kansas, was 
nominated as the Republican candidate to go up to battle 
against the Democrat New Dealers, His chief recom- 
mendation in the eyes of his supporters lay in the fact that 
he was everything which Mr, Roosevelt was not. The 
President has the reputation of being slick, smart-^Ahekish, 
crafty, cultured, an orator, Mr. Landon was just a plain 
honcst-to-God, ntiddle-west American. “ A small-town 
man, but, by Heck, ain’t he honest,” Mr. Roosevelt was 
the champion heart-co-heart broadcaster and fireside talker 
of Ajnerica ; Mr, Landon on the radio was painful. 

On June a6th Mr. Roosevelt was nominated as the 
Democratic candidate. That astute man forthwith an- 
nounced that he would not start his political campaign for 
some weeks. It was clear that he proposed to wait and see 
how and when Mr. Landon would develop his attack. 

There were other candidates. There was Mr. Thomas, 
the nominee of the Socialist Party— a gentle, academic man, 
respected by all who knew him, but about as effective in 
the hurly-burly of American politics as a sponge would be 
to mop up tire Atlantic. There was also Earl Browder, the 
Communist candidate — again, a man of great personal 
charm and integrity. When the present writer was in the 
U.S.A., in the autumn of 1936, Mr. Browder spent liis time 
avoiding being arrested on the charge that he was about to 
deliver or might deliver “ a communist speech.” 

Although Roosevelt had disclaimed any intention of 
being political until the closing stages of the campaign, he 
made a scries of non-political journeys about the country 
in order to study conditions in the arought-strkken areas 
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of the Misdile West, where fee the second, and, in some 
cases, Ac third year in succession the most appalling 
temperatures (120^ in Ac shade) and violent dust-storms 
had ruined agriculture over wide areas. It was Ae worst 
drought m recorded history* Half the com crop was 
destroyed, and million families rendered destitute. 
During one of these trips Mr. Roosevelt called Mr. Landon 
into conference in his capacity as Governor of Kansas. 

By October the campaign was in full swing, and of 
unprecedented bitterness. The Republicans declared that 
Roosevelt, Ac New Dealers, and the Democratic Party 
were out to destroy the American way of life, tear up Ac 
Constitution, corrupt Ac electorate by turning Federal 
relief agencies into a Democratic party machine, and 
introduce SodAsm, if not Communism, into America. 
The New Dealers, led by the President, hit back vigorously, 
and with unflagging energy drew a contrast between the 
state of the country when Roosevelt took over in 1933, and 
its flourisliing condition in I 93 < 5 - put the Republicans 
into great difficulty, since throughout 1936 America enjoyed 
economic prosperity which showed every sign of deve opmg 
into a boom. Are you.” asked the Democrats, prepared 
to hand the Federal Government back to the crowd ot 
Wall Street sharks and Big Busmess men, who, under 
Coohdge and Hoover, brought the whole nation to the 
verge of bankruptcy ! ” Labour was sohd for R®®™, 
and in this connection, some reference must be made to t^ 
split which took place m the Amencan Federation o 
Labour in August 1936. Mr. John Lewis-a 
name may make news m America for many Y®”® ouions 
walked out of the A.F.L. at the ^ f 

with over a million members and formed a separate 

organization of a militant characta. 

On November 3 r<l t^e Amencan people went to the 
polls in what everyone interested in American pohnes ha 
Lr^rhld been 2 e most bitter, the most significant, «d 

L most difficult to predia “S 

the Civil War. The result was a staggering victory tor 

» The C.I.O. (The Committee for Industrial Organization). 
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Roo^vdlt* He earned 46 out of the 48 states, and had a 
majority of more than 10 million votes over Mr, London. 
Moreover, contrary to the expectations of all the prophets, 
die Democrats increased their huge majorities in the Senate 
and House of Representatives. Democracy had not spoken : 
it had roared Qnc word : Roosevelt ! ” 

(fc) 

The year 1937 opened well. Business appeared to be 
flourishmg; farm prices, thanks to the drought, showed 
an advance of 16 points on those of December 1935 > the 
President’s opponents, seemingly powerless to alter his 
policies, at any rate for the next four years, decided to lie 
low : and the Administration, seeing that a genuine recovery 
now appeared to be under way, considered the time was 
ripe for retrenchment in Government expenditure. Two 
dik spots, one political and the other social, alone marred 
the general brighmess of the prospect. 

In his message to the 75th Congress on January 5th 
President Roosevelt announced that die New Deal would 
be carried on with special reference to low-cost housing, 
social security, “ unemployment and the lack of economic 
balance,” and in a particularly significant passage said that 
“ means must be found to adapt our legal forms and our 
judicial interpretation to the actual present, national needs 
of the largest progressive democracy in the modem world.” 
This veiled reference to the Supreme Court gave rise to 
much uneasiness. On February 5th the President sent a 
special message to Congress accompanied by the draft of 
a Bill for the reform of the Federal Judiciary. The most 
important feature was the proposal to give the President 
power to appoint a new judge to a Federal Court — ^including 
the Supreme Court — ^whenever a judge reached the age 
of seventy without retiring or resigning. The ” Nine Old 
Men ” — ^who, since the opening of the year liad displayed 
an unwonted alacrity in the matter of sustaining the 
Administration in about a dozen cases — ^now became the 
centre of a bitter controveny. Even the President’s 
B26 . 



Na^onal Pcticks 

staunchest supporters were divided on the issue. Their 
objection lay not so much to the reform of the Judiciary 
as to the proposed method of doing it without resorting 
to the regular method of Constitutional amendment. A 
stop-gap Bill empowering Supreme Court judges to go 
into voluntary retirement at seventy was rushed through 
Congress in March. But Mr. Roosevelt was not placated, 
and continued to press his own views — ^notably in a fire- 
side chat on the radio on March 9th, 

Meanwhile the other dark spot was assuming serious 

S ^rrions. At the end of October 1936 the longest and 
est strike in the history of the shipping industry had 
broken out on the Pacific coast, and spread to the Atlantic 
and Gulf ports. It lasted 98 days and involved losses of 
about $700 million. Scarcely was this settled when a series 
of stay-in strikes broke out in the automobile industry and 
in May and June the trouble extended to the steel industry. 
Colhsions between strikers and police were frequent and 
violent. Since the issue at stake in these strikes was mainly 
that of securing the recognition of the right of collective 
bargaining, a right to which the New Deal had given its 
blessing, organized Labour appealed for support to the 
Federal Authorities. In June a Federal Board was appointed 
to mediate in the steel strikes, but with so little result that 
a month later the President, distracted by the difficulty of 
maintaining order, invoked “ a plague on both your houses.” 
On the whole the strikes resulted in a considerable victory 
for American labour, but the disturbances certainly played 
a part in checking the business recovery which had been 
visible at the beginning of the year, and had unfavourable 
reactions on the political situation. 

The attitude of the Administration towards the labour 
disputes, the Supreme Court, to Big Business in general, 
and the Utility Companies in particular, combined to 
produce a revolt in a Congress in which the President had 
an apparently overwhelming majority. Mr. Roosevelt’s 
plan jfor “ packing ” the Supreme Court, plus his proposals 
for a long overdue reform of the administration, gave his 
opponents a pretext for charging him with the ambition 
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meguairds. As a resok the Session of Ccmgtes^ 
whidh ended on Au^st 21st was a singtikcly fruitless one. 
Hie President failed to carry any important part of his 
legislative programme except a Housing Act setting up a 
Federal Authority to make grants towards slmii clearance 
and low-cost housing. Among the projects which were 
either killed or carried over to the next session were the 
Supreme Court Bill, the long-term Farm Bill, the BUI for 
recognizing the Federal Administration and the Wages and 
Hours Bill. This last, which was intended to put a floor 
below which industrial wages shaU not fall, and a ceiling 
beyond wliich the hours of industrial labour shall not rise,’* 
was the central feature of a programme for stimulating 
recovery by increasing the purchasing power of the masses. 
The economic recovery of the spring of 1937 proved to be 
diort-livcd and by the autumn the need for stimulating 
business, if not indeed for warding off a first-class slump, 
was beginning to be admitted even by the Government, 
it was no longer possible to dismiss the fall in commodity 
prices as a stock exchange flurry, or to attribute the swelling 
figures of unemployment to seasonal fluctuations. A special 
Session of Congress summoned in November produced 
nothing but conflicting councils, and within one year of his 
triumphal re-election President Roosevelt’s personal stock 
was at a very low level. His opponents advocated at one 
and die same time the contradictory policies of reducing 
taxation — especially the tax on undistributed profits — and 
balancing the Budget. In his January budget message the 
Pretident had anticipated that the accounts for die year 
ended on June 30th, 1938, would be in balance except for 
starutary debt reduaion, and that the budget would be 
completely balanced in 1939. For the current year 1937-38 
he anticipated a deficit of $2248 million : in fact the year 
closed with a deficit of $2707 million, due largely to 
disappointing receipts from income tax. At the end of 
June a 10 per cent, reduction in the expenditure of all 
Government departments was ordered and the Presidoat 
ai^ared to be calling a halt in “ pump-priming/’ Un- 
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fontttutely dbis halt was called at a time when the fomitains 
of private enterprise proved incapable of maintaining the 
flow* 

In the midst of hds domestic difficulties President Roosevelt 
found time to deliver at Chicago in Oaober 1937 a speech 
which intrigued the world. Referring by implication to 
the Japanese invasion of China, and the sinkings by “ pirate ” 
submarines in the Mediterranean, he declared that “ the 
peace-loving nations must make a concerted effort in 
opposition to those violations of treaties and those ignorings 
of humane instincts which to-day are creating . . . inter- 
national anarchy and instability ” and suggested a “ quaran- 
tine ** of aggression. Unfortunately this speech had little 
practical result, and the U.S.A., like all other nations, fell 
back upon the policy of accelerating her own rearmament, 
on land, sea, and in the air. 

But the U.S.A., like Great Britain, recognized that, apart 
from all considerations of international morality, peace was 
one of her major interests. Only political appeasement 
could pave the way for the removal of those obstacles to 
the expansion of world trade on which the real prosperity 
of both countries ultimately depends. An important step 
in this direction was taken, however, by the announcement 
in November of the opening of negotiations for a 
trade agreement between the two great English-speaking 
democracies. 

The year 1938 opened more gloomily than any year 
since 1933. In his message to Congress Mr. Roosevelt, 
although he adopted a more conciliatory tone towards 
Big Business than had lately been displayed by some of his 
more belligerent supporters, continued to maintain that the 
recession of 1938 must be combated by the same type of 
measures as had been used in 1933* 1^ soon became clear 
that the policy of the Administration could be classified 
under three mam heads. Lending, Spending and Expanding. 
Resort, in fact, was once more to be had to Pump Priming. 
As regards Spending the President recommended to Con- 
gress expenditure on relief and public works should be at 
the rate of $4100 milHon per annum. 
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As ftgards Leading, the Rcconstructiott Knance Coffora^ 
dcm was aueborized to make loans to private businesses up 
to a total of $1500 million. 

As regards Expanding, the restrictive credit policy begun 
in 1936 when the Treasury was authorized to “ sterilize 
surplus gold, was reversed. Member banks of the Federal 
Reserve system were allowed to reduce their reserves; 
the Inactive Gold Fund was abolished and the $1183 million 
of sterilized gold in it was added to the Treasury’s working 
balance. 

The immediate effect of these measures was to produce 
a sharp upward rise in security prices on the New York 
Stock Market. By August 1938 this boomlet was halting 
in its stride, and opinion was divided as to whether it was 
a real recovery or a flicker. 

Thus, in 1938, we leave President Roosevelt apparently 
much in the same position as he was in 1933. The recession 
may not develop into a crisis of the 1929-33 dimensions; 
the international outlook may improve ; the Budget may 
eventually be balanced. All these things are possible, 
though not probable. But whatever happens the New 
Deal, despite its shortcomings, will leave a permanent mark 
on American history. For these five years have brought 
about an awakening of a Social Conscience throughout 
the 48 States of the U.S.A. 



CHAPTER XXXVI 


INTERNATIONAL RELATIONS (1935-38) 

lhat whidi comes after ever conforms to that which has gone 
before."— M arcus Aurruus. 

I. Europe and German Rearalament 

r r will be remembered that at the end of the chapter oi? 

bitcmational Pohtical Relations which was written in 
March 1935 wc came to the following conclusions : 

** At the beginning of 1935 the immediate prospeais 
for the organization of world peace were plunged in 
gloom. . . . After twenty-one years of wars and uneasy 
peace it looked as if the sovereign states were once more 
treading that fatal path at whose entrance we met them 
when we began this study. ... In the Far East, in Central 
Europe and in Franco-German relations there were three 
situations menacing to international peace. There was also 
tension between Italy and Abyssinia.” 

As we shall see, these words were destined to be fully 
justified. 

As we have related in an earlier chapter, the year I935 
opened with the signature in January of a Pact between 
France and Italy which we referred to as “a marriage of 
convenience of doubtful stability.*’ Subsequent events have 

g iven it an even more sinister significance, for it is now 
elieved that in return for an assurance that Italy would 
come to France's assistance if Germany reoccupied the 
Rhineland, M. Lavai gave the Duce to .understand that 
France wo^d not actively oppose Italy’s designs in Abyssinia. 
M, Laval persistently denied at a later date that he had 
given Signor Mussolini any specific assurances on the latter 
point, but the policy he aaopted over the Abyssinian affair 
leaves little doubt that there was some such understanding. 
In any event, both promises were subsequently dishonoured. 



Our Oum Tims 


ks was tlhc other im<lertaldng contained in the Pact, the 
iigreftment that France and Italy should consult together 
if Austrian independence were threatened by Germany. 
Prom Rome M, Laval, together with the French Prime 
Minister, M. Flandin, proceeded to London and in February 
1935 Great Britain and France issued a joint communique 
upon the upshot of these convenations. Great Britain 
expressed her approval of the Rome Pact and associated 
herself with the Franco-Italian agreement with regard to 
Austrian independence. Both Powers agreed that neither 
Germany nor any other Power was entitled to alter the 
rearmament clauses of the Peace Treaties by unilateral 
action, but announced that they were prepared to offer 
fevourablc consideration to a revision of those clauses in 
Germany *s favour if she would give equally favourable 
consideration to a Peace Plan which involved : 

(ij) Germany’s return to the League. 

(b) The conclusion of an Eastern Locarno Pact between 
the Powers of Central and Eastern Europe. 

(c) The conclusion of a Western Air Pact between Britain, 
France, Belgium, and Germany. 

This Peace Plan, the first of many to appear in 1935 and 
£936, received a favourable reception from most of Europe. 
Germany unreservedly welcomed the Western Air Pact, 
agreed to give the other proposals “ exhaustive examina- 
tion,” and invited British Ministers to Berlin for further 
discussions. The visit was provisionally fixed for March 
8rh-9th, but meanwhile two diplomatic blunders spoiled 
the most hopeful prospect for peace that had been seen for 
many months. On March 4th, 1935, aj^eared the British 
” White Paper on Defence.” ^ After remirming the British 
Government’s desire for peace and recapitulating the efforts 
Britain had made to secure peace, it asserted that “ existing 
international machinery for the maintenance of peace 
cannot be relied on as a protection against an aggressor.” 

^ It has been suggested that the White Paper was issued as a routme matter 
by the Departments concerned without regard to the delicacy of the foreign 
sitti|(tion.‘ — Survey of International Affatrsy 1935, Vol, I, pp. 134-5. 
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The docament then proceeded to draw somewhat pointed 
attention to German rearmament and to set fordi, by way 
of corollary, the measures the Government proposed to 
adopt to build up Britain’s defences by land, sea, and in the 
air. Almost simultaneously France announced that in order 
to meet the shortage of conscripts during the “ Lean Years,” 
1935-40 (the years when the war-time fall in the birth rate 
was reflected in the conscription figures) that she was about 
to extend the period of military service from one year to 
eighteen months. 

The combined effect of these two ill-timed announce- 
ments on German opinion was disastrous. It was given out 
diat Herr Hitler had developed a cold and that the visit 
of the British Minister must be postponed. This was 
followed up on March loth by an official notification that 
the air force which Germany was forbidden by the Treaty 
to possess was already in existence.^ Worse was to follow. 
On March i6th Herr Hitler startled the world with the 
first of those thunderclaps which were to become his regular 
method of conducting foreign pohey. Preparing his 
statement — on the model of the White Paper — with a 
recapitulation of the failure of the victorious Powers to keep 
their promises to disarm to the German level, the Fiihrer 
announced that Germany had that day passed a law 
reintroducing universal compulsory military service and 
would shortly have a regular army of 550,000 men organized 
into twelve corps, each of three divisions. Great Britain, 
France and Italy protested to Germany against this breach 
of the Versailles Treaty at a time when the peaceful 
revision of the disarmament clauses was under discussion. 


‘ The existence of a German air force was not news to the world at large, 
vide Mr. Baldwin’s statement to the House of Commons on November 28th, 1934. 
What was a surprise was the size of that force. The British Government was 
singularly ill-informed in diis respect, since Mr. Baldwin had to admit in May 
1935 tliat the figures he had mven the previous November were completely 
wrong. It was not until the demtred meeting between Herr Hitler and Sir John 
Simon in Berlin at the end of March 1935 that the strength of the German air 
force was given by the Fiihrer himself. 

To all this footnote 1 must add the additional note that according to my 
information the Brityi Intelligence Service had the growth of the German air 
force well taped and presumably the Cabinet had access to this information. Tlic 
whole business is tamer mysterious. 
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wA fimce an minncdkary meeting of i}ie 

Lcmgne Coimdl. 

It was in this atmosphere that^Sir John Simon {Foreign 
Secretary) and Mr. Anthony Bdcn (Lord Privy Seal) paid 
their defracd meeting to Berlin after arranging on their 
passage through Paris for a meeting at Stresa in April 
hetween British, French, and Italian representatives. As 
was to be expected the Berlin conversations of March 25th 
and 20th produced httlc result. Herr Hitler displayed no 
enthusiasm for a return to the League, though he did not 
altogether rule it out provided Germany were treated as 
an equal. He considered that equality in the matter of 
armaments would be achieved if Germany had an army 
of 550,000 men, 35 per cent, of naval parity with Britain, 
and air parity widi France or Britain — provided that the 
Soviet Air Force did not increase to a size which would 
involve a further German air expansion. The Western Air 
Pact proposal he would gladly accept, but would not join 
any general Mutual Assistance Pact in Eastern Europe to 
which cither Russia or Lithuania^ were parties. In any 
case he preferred bilateral treaties between Germany ana 
her eastern neighbours to a general settlement. 

Mr. Eden followed up this rather unsatisfactory meeting 
by a tour tlirough some of the countries of Central and 
Eastern Europe, with the object of soundmg the opinions 
of their governments about the Anglo-French Peace Plan. 
In Moscow, where the Russians were afraid of both German 
and Japanese aggression, and apprehensive lest Britain and 
France should be tempted to buy off German aggression in 
the West by giving Herr Hitler a free hand in the East, 
Mr. Eden and his plan met with an enthusiastic reception. 

In Warsaw he was more coldly received. Poland, who 
shared Germany’s hostility to Russia, was displeased with 
the Eastern Locarno idea. In Prague, Mr. Eden’s next port 
of call, the Eastern Pact was given a warm welcome. It 
was suggested that negotiations should start at once between 

^ German rdbitions with Lithttania were at this tiine severely strained by the 
Treason Trial in which 87 MemeUanders oC Nazi sympathies were condemned 
td death (foitr cases) or long terms of imprisonment. Ine following year better 
i^hmons were established by Lithuanian conces»ons to the Germans in McmeL 
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those Powers who fevoured the idea and that Germany tnd 
Poland might be induced to join later. The Franco-Soviet 
and Caecho-Sovict Pacts wnich were then “ in the air ’’ 
were the only concrete outcome of this suggestion, and in 
fact the Eastern Pact as a whole was destined to be stillborn. 
Mr. Eden himself, exhausted by his journey, was unable to 
attend the Stresa Conference, to which his tour was by way 
of a preliminary. 

The much-heralded Stresa Conference which opened on 
April nth was barren of any permanent results. The 
announcements of the forthcoming Franco*-Sovict Pact 
annoyed Germany and upset Italy, who saw in it a counter- 
weight to the Stresa Front.” Moreover, matters were not 
improved by Signor Mussolini’s assertion, on the day the 
Conference met, that Peace Plans were all very well but 
that the Itahan plan was to keep up a force of 600,000 men 
equipped with the most modem weapons. The main 
achievements of the Conference were to pass a Joint censure 
on Germany for her unilateral breach of the Versailles 
Treaty ; to reaffirm the interest of the “ Stresa Powers ” in 
the maintenance of Austrian independence ; and to discuss 
for the first rime since the War the possibility of revising 
the rearmament clauses of the subsidiary Treaties in favour 
of Italy’s protegks, Austria and Hungary. The Conference 
was a diplomatic victory for Italy in so far as she succeeded 
in getting the question of treaty revision on to the agenda 
of the Conference; in keeping the French demand for 
sanctions against Germany off the agenda of the forthcoming 
League Council; and in keeping official consideration of 
her own plans witli regard to Abyssinia off the agenda 
of both. ^ 

From Stresa the representatives of the three Powers went 
to Geneva, where the League Council endorsed their 
censure of Germany, and set up a Committee to study ways 

^ It has been represented to me in Rome that by keeping silence at Stresa 
on the question of Ahys&inia, although the British experts on Ethiopia were 
present, the British disassociated tliemseives Irom tlie fate of that countty, and 
that Vt^hen Great Britain took the lead over sanctions the Italians felt that if we 
had ntade our intentions clear at Stresa diey would never have attacked Abyssinia, 
but ai^ed for i mandate. 
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md iMicam of applying collective sanction^ against treaty-^ 
breaitmg Powen, This Committee, designed inter dk by 
Italy to check the lawless activities or Germany, was 
destined to become the instrument of justice in the case 
of Italy hcnclf. 

Before we deal with the triangular dispute between Italy, 
Abyssinia and the League which occupied the centre of the 
stage in international ^airs from die summer of 1935 until 
July 1936, mention must be made of certain events wliich 
preceded that dispute and which played no small part in 
determining the attitude of various Powers towards it. 

In May 1935 came the news that two five-year pacts 
between France and Soviet Russia, and between Soviet 
Russia and Czeclioslovakia had been signed. 

The chief purpose of the Franco-Soviet Pact was com- 
monly stated to be that of forestalling a German-Soviet 
rapprochement which was at that time viewed with some 
favour by the Russian and German General Staffs, not- 
withstanding Herr Hitler’s continued proclamation that one 
of the chief items in his divine mission was the protection 
of European civilization from “ Bolshevism.” 

The Germans lost no time in protesting vigorously against 
the pacts between France, her ally Czechoslovakia and 
Russia, It was made clear that if the Pacts were ratified 
(this did not actually take place till 1936) yet another and 
an insuperable barrier would have been raised to a general 
Ertropean settlement in which Germany could participate. 
On May 23 rd, 1935, Hitler made a speech to the 
Reichstag in which he outlined thirteen points in connection 
with Peace and collective security. 

. In points i to 7 he said that German rearmament was 
^not a unilateral breach of the Treaty of Versailles but had 
resulted from the failure of the victors to carry out their 
share of its provisions. Germany — ^he admitted— had 

broken away from the discriininatmg clauses of the Treaty, 
but (subject to the possibility of peaceful revision) she would 
respect its territorial provisions. Herr Hitler reaffirmed his 

S t for treaties — especially Locarno — ^which had been 
tarily negotiated by Germany, and reiterated his 
S36 
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wiflingti^ss to partidpate m collective efforts to maintain 
peace. He was ready to negotiate a Western Air Pact. 

In points 8 to ii he dcdt with armaments, and whilst 
announcing tlm the German requirements were an army as 
already organized (? 550,000 men), a 35 per cent, ratio of 
the strength of the British Navy and air-parity with the 
United Kingdom and France, he said that Germany would 
limit her armaments to any level accepted by the other 
Great Powen. He spoke of the possibility of limiting and 
perhaps abolishing aerial bombing, heavy aggressive weapons 
(heavy artillery and tanks), and the submarine. 

Points 12 to 13 were devoted to a plea for an international 
agreement to control the “ interference ” by one state in 
the domestic affairs of another. 

The only immediate result of this speech was the rapid 
conclusion of an Anglo-German Naval Agreement (June 
1 8th, 1935) whereby Germany accepted a 35 per cent, 
ratio by categories of British naval strength except in the 
submarine class. Here, the Germans insisted on parity 
with the British Commonwealth but promised not to 
exerdse this right beyond 45 per cent, without notice. The 
French were highly indignant at the manner in which this 
agreement was concluded outside the ostensible unity of 
the Stresa front, not to mention the League. It was felt 
in Paris that the fact that the treaty was negotiated alfter 
Germany had informed Great Britain that she already had 
twdve submarines in existence was a condonation of German 
rearmament, and a typical example of the kind of behaviour 
which has earned for Great Britain the description Petfide 
Albion, 

On the other hand the British Admiralty would iftply 
that since in any future great war between dictatorships and 
democracies British sea-power might well be the dedding 
factor, it would have been madness not to seize the oppor- 
tunity offered by Herr Hitler’s speech to make an agreement 
which placed Germany in a position of permanent inferiority 
on the sea. It may wcU turn out that the consequence of 
Germany’s signature of this agreement has been to create 
an insuperable obstacle to any plans for world dominion 

837 



' V 11 ^ 


m^kk Mm (ajt Mrnmx o( wddiii » 1938) be fl^awiiig 
^urlb me mystical tcmm of Herr Hitler’s miad. 

As imatioaod d^ove, Herr Hitler bad indicated in his 
^eedb on May arst dut he was prepared to consider a 
Western Air Pact and this point was taken up by France 
and Great Britain. Negotiations proceeded from June 193 5 
until March 1936, but in view of the difficulty of dis- 
entangling the Air Pact from the balance of forces in Europe 
as a whole, they were destined to be fruitless. In any event 
from the autumn of 1935 until July 1936 the attention of 
Europe, and indeed of the world, was focused upon an 
issue so vital as to put all other problems into the shade. 
For it was in September 1935 Aat the dispute between Italy 
and Abyssinia was first seriously taken up by the League 
CkmndL 


a. The Abyssinian Affaik 

Space does not permit us to enter into the origins of this 
dispute. It must suffice to say that as early as 1932 Mussolini 
had decided to add the only remaining independent native 
state in Africa to Italy’s colonies in Libya. Eritrea and 
Somaliland, thus creating a new Roman Empire ” to 
satisfy the Italian ** Great Power complex ” which we have 
noted in an earlier chapter.^ By way of justification of this 
design he put forward — at various times — the following 
arguments: Italy was poor in natural resources, and had 
to tnaincain a rapidly increasing population in an era when 
emigration restrictions-— especially in U.S.A. — ^had closed 
the ninctccnth-ccntury safety valve to this particular 
problem; Italy’s economic necessities and colonial claims 
Iiad been pressed on her victorious aUics ever since 1920, 
but without success; Abyssinia was a backward country, 
the home of slavery and other abuses, and as sucli cried 
aloud for the civilizing influence of a modem European 
Power. 

In reply to the argument that colonial wan of conquest 
wcfc out of date, and that in any case Abyssinia was a state 
whose integrity Italy in common with other memben of 
* S«e QjapterXXV. 
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the Ifiagae was bound to respca, Mussolini replied, “ As 
soon as the British have sated thcnwdives wim colonial 
conquests they impudently draw a line across the middle 
of tJic pa^e in the Recording Angel’s Book, and then 
proclaim was right for us yesterday is wrong for 

you to-day.’ ” Finally Italy had the temerity to assert that 
she was fighting to protect lier East African colonics from 
the menace of an Abyssinian invasion. 

On the Abyssinian side it may be said that whilst the 
Emperor Hade Selassie in the five years of his rule prior 
to the Italian invasion had not as yet succeeded in abolishing 
slavery and other abuses — thanks largely to the opposition 
of the semi-independent feudal chiefs, or “ Rases —he had 
made considerable progress in modernizing his country. 
The independence and integrity of his dominions were 
guaranteed not only by his membership of the League — 
which was attained with Italian support and in the face of 
British opposition, but by the Tripartite Treaty of 1906 
to which Italy, France and Great Britain were parties. 
Boundary disputes, sometimes productive of “ incidents,” 
were frequent, as the frontiers between Italian Somaldand 
and Abyssinia were as yet undemarcated, but charges of 
hostile intentions against Italy were — in the face of the 
Emperor’s willingness to submit his whole case to the 
League — obviously ridiculous. 

Great Britain’s attitude to the whole business, Italian 
impressions to the contrary notwithstanding, was primarily 
determined by a desire to apply League principles in dealing 
with a case of flagrant aggression against a League member. 
From the outset she priced Abyssinia to submit her case 
to the League in confident belief ribat justice would be done. 
In this attitude Great Britain had the support of all League 
members whose interests were not bound up with those 
of Italy. 

France’s attitude was determined, as ever, by feat of 
Germany, and by reluctance to lose Italian support in the 
event of further German truculence. Her faim in Britain 
had been gravely shaken by the Anglo-German naval 
agreement. Accustomed to regard the League primarily 
20 1 ^39 
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M 4 wiidiine for iisiiforcmg th« iiwkfinite mmtmmce of 
die VcmiUes sctttecnt---especiaUy with regard to Go:-** 
maay^-^Prattce did not want openly to advocate the 
abandonment of League orinciples. But she did her best 
to avoid a “ show down^’ at Geneva by side-tracking the 
issue as long as possible. One of the great tragedies in the 
League story is mat its main supporters, France and Britain, 

J never seemed enthusiastic for it at the same time. When 
' France blew hot, Britain blew cold, and vice versa. 

The story of the Abyssinian catastrophe has two aspects, 
the conflict between Italy and Abyssinia and the eventual 
absorption of the latter into the Roman Empire, and the 
conflict between Italy and the League. An account of the 
campaign is given elsewhere : ^ here it remains to deal with 
the efiect of the crisis upon international relations. 

The story opens in December 1934 with a frontier dispute 
at Wal W^ which Italy, in accordance with a preconceived 
plan, determined to make the pretext for “ defensive 
preparations which were ultimately to lead to a war of 
conquest. In January 1935 Abyssinia asked the League to 
arbitrate, but her appeal arrived when the Franco-Italian 
Paa was being concluded, and France induced both parties 
to try and settle “ out of court.** While negotiations were 
dragging on at Addis Ababa Italy was pouring troops into 
East Africa. In March Abyssinia again appealed to the 
League to intervene in a “ dispute likely to lead to a rup- 
ture/* As the Germans had just announced the rcintro- 
duedon of conscription this appeal again fell on deaf ears. 
The same 6te befell a further appeal in April, at the time 
of the Stresa Conference. The League Council in May, on 
the receipt of a pcnonal telegram from the Emperor 
indicating the menacing nature of Italian preparations, 
decided to take up the matter ofiiciaUy if it had not been 
setded out of court — ^through the Conciliation Committee — 
by the end of August. In June Great Britain approached 
Italy with a tentative offer to grant Abyssinia an outlet to 
the sea in British Somaliland in return for Abyssinian 
concessions to Italy, but the offer was contemptuously 

^ See Appendix IL 
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refused. In July the Emperor once more appealed both 
to the Leape and to the U.S.A. under the Kellogg Pact, 
but the only result was the bringing into force of a ban on 
the supply of war material to both sides— -a ban which 
reacted far more heavily on Abyssinia than on Italy. In 
August the League, instead of acting itself, referred the 
matter, at the instigation of France, to a conference between 
the Tripartite Treaty Powers. By this time Italy admitted 
that she would shortly have a million men under arms, in 
preparation for the opening of the campaign as soon as 
the rains were over. She was obviously bent on a war of 
aggression and the Tripartite Conference in Paris necessarily 
fell flat. 

On September 4th the League Council met and the 
Abyssinian dispute, after nine months of dilatory proceedings 
which gave Italy ample time to complete her preparations, 
was at long last given first place on the agenda. At this 
stage it was too late for Mussolini to draw back without 
incalculable loss of prestige. It had now come to a show 
dovm between him and the League. Meanwhile he dis- 
played “ intelligent anticipation ” of the outcome by 
mobilizing foreign credits and restricting the private use 
of petrol. On September nth in the League Assembly 
the British Foreign Secretary, Sir Samuel Hoare, in a speech 
which was applauded throughout the world, announced 
Britain’s intention to take the lead in “ steady and collective 
resistance to all acts of unprovoked aggression.” On 
October 2nd national mobihzation was ordered in Italy 
and on the same day the Emperor reported that Italian 
troops had crossed his frontier. Five days later the Com- 
mittee of Six appointed by the League to investigate the 
course of events reported that Italy had resorted to war in 
disregard of the League Covenant. Tliis report was 
endorsed by 50 out of the 54 states in the League, Austria, 
Hungary and Albania dissenting, and Switzerland making 
reservations. 

By October 19th the cumbersome machinery for collective 
resistance to aggression was ready to go into action. The 
much-talked-of ** economic and financial sanctions, the 
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imcMudoiidi ciisorcbri, iKrote about to be 
ai^pW fot the sfifst time in history. A League Committee, 
r«tp«csentmg 5a states had recommended the following 
sfiedfic measures ; 

I* An arms embargo: the immediate raising of the ban 
on exports of arms to Abyssinia and its continued enforce^ 
meat in the case of Italy. 

1. A financial embargo : a ban on all loans, share issues, 
banking credits and advances to Italy. 

3. An import embargo : prohibition of the import of all 
goods (other than gold or silver) emanating from Italy or 
Italian possessions. 

4. An export embargo : a ban on tire export to Italy of 
essential materials not covered by the anns embargo, such 
as rubber, bauxite, iron ore, scrap iron, chromium, man- 
ganese, nickel and tin. 

5. Mutual assistance agreement : to minimize die injury 
injSiaed by sanctions on the trade of those nations normally 
trading very largely with Italy. 

On November i8th, 1935, these sanctions came into 
force, a day commemorated by inscriptions on every public 
building m Italy as “ a date of ignominy and iniquity in the 
history of the world/' 

One essential commodity had been omitted from the 
export embargo, a commodity vital to the movements of a 
modem army, and that was oil. On November 6th the 
Canadian representative had suggested that oil be added to 
the list — z suggestion subsequently disavowed by his 
Government — and for five months battle raged within the 
ranks of the sanctionist states on this vital issue. Italy let 
it be understood that she would regard the application of an 
od sanction as an unfriendly act ” likely to lead to armed 
hostilities, Britain, alarmed at the vulnerability of her 
reinforced fleet in the Mediterranean to air attack, hesitated. 
France was uncompromisingly hostile to it. Tom with 
misgivings the leadmg European Powers tried to hand the 
baby to the U.S.A. 

tJp to the end of 1935 the Government of the U.S.A. 
had taken a line which ran parallel to some extent with the 
S4X 
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polky adopted by die states of On October 5th 

the President had issued an embargo under the new 
Neutrality Law on the export of arms, ammunition and 
implements of war to both belligerents and gave notice to 
U.S. citizens that they would travel on ships belonging to 
bclliffcrents at their own risk* On November 15th Mr, 
CorocU Hull annomiccd that any considerable increase in 
the export of essential war materials “ such as oil, copper, 
trucks, tractors, scrap iron and scrap steel*’ would be 
directly contrary to the policy of the Government and to 
the general spirit of the recent Neutrality Act. There is 
thus reason to believe that the U.S. Government might 
have taken measures to make an oil sanction eficctive as far 
as American exports were concerned. The importance of 
U.S. co-operation will be seen by the following figures : 

In 1934 Italy had imported 1,824,000 metric tons of 
petroleum of which 633,000 tons came from Rumania; 
403,000 tons from the U.S.S.R. ; 221,000 tons from Iran, 
and 187,000 tons each from the Netherlands Empire and 
the U.S.A. Although the U.S.A. had only supplied 10 per 
cent, of Italy’s total requirements in 1934 she could easily 
increase her exports to a point which would wreck the 
whole scheme. 

In December 1935 the prospect of American co-operation, 
and indeed the whole sanctionist pohey, was seriously 
prejudiced by the publication of the Hoare-Laval Peace 
Plan. 

It may be that history will declare that this scheme was a 
statesmanlike attempt to deal with realities. Here we must 
record contemporary reactions to the fact that on December 
9th there appeared in the Press the outlines of a plan negoti- 
ated in Paris between Sir Samuel Hoarc and M. Laval, 
whereby Italy was to be offered a large slice of Abyssinian 
territory outright, and economic control over a still larger 
area, in return for a cessation of hostilities. This plan, rejected 
contemptuously by Italy, and indignantly by Aoyssinia, was 
regarded by the public both in Britain and the U.S.A. as an 
attempt to buy off a country recently declared by 50 states 
to be an aggressor at dxc expense of a country universally 
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believed to be die victim. There was a tremendous outburst 
of public indignation which forced Sir Samuel Hoare to 
resign and brought Mr. Anthony Eden into office as Foreign 
Secretary. 

In spite of the whole-hcartedness with which Mr. Eden 
advocated strict adherence to League principles, the world’s 
confidence in the sincerity of the leading sancaonist Powers 
was shaken and the attempt to impose oil sanctions was 
doomed to failure, A technical committee appointed to 
study the feasibility of the project in detail reported in 
January 1936 that, having r^ard to Italy’s stocks of oil, an 
embargo would not become effective for 3-3!^ months, 
and that the co-operation of the U.S.A. was essential to 
success. Although it was by this time quite clear that 
the imposition of an oil sanction could only be undertaken 
at the grave risk of a war for which the British fleet was 
inadequately equipped, Mr. Eden declared early in March 
that the British Government was prepared to take the risk 
if all the other members of the League would share it. A 
few days later, however, the attention of Europe was 
diverted from the Abyssinian affair by the German re- 
occupation of the Rhineland and the oil sanction proposal 
was finally abandoned. 

Before going on to deal with Hitler’s second coup, we 
must add a postcript to die Abyssinian story. 

At the end of April the anxious discussions in Europe 
were interrupted by Haile Selassie’s final appeal ; “I must 
still hold on until my tardy allies appear, and if they never 
come then I say prophetically, and without bitterness, the 
West will perish.’ A week later the Emperor was an exile, 
the Italians had entered Addis Ababa, and Ethiopia was 
formally annexed to Italy. In July sanctions against Italy 
were formally raised by the League. “ To-day,” said 
Mussolini, ” a white flag has been hoisted in the ranks of 
wdrid sanctionism.” During the two years that followed, 
Italy’s conquest of Abyssinia was recognized by one state 
after another, beginning with Germany and Japan and 
ending in May 1938 wim the proposal made to the Lc^c 
by the then British Foreign Secretary, Lord Halifax, that 
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each member state should be considered free to take such 
action in the matter as was indicated by its own situation 
and obligations.*’ 

The Abyssinian affair was a very clear-cut test case in* 
the issue of “ collective security versus power politics.” It 
was an excellent practical example of the fund^ental 
importance of the theme which has been chosen as the 
backbone of this study of Our Own Times. 

“ It is a question,” said Haile Selassie before the League 
Assembly in June 1936, “ of collective security : of the 
very existence of the League : of the value of promises made 
to small states that their integrity and independence shall be 
respected and assured. ... In a word it is international 
morality that is at stake. . . . God and History will 
remember your judgment.” 

The attempt to apply collective sanctions against a 
country singiuarly susceptible to economic pressure failed, 
the manner of its failure being more serious than if it had 
never been attempted, for it failed after coming very near 
success. 

Had it never been tried, an unknown menace might 
have remained as a deterrent in the minds of potential 
aggressors, but when on July 15th, 1936, with Abyssinia 
lying prostrate under the yoke of the Italian armies the 
League Assembly lifted economic sanctions ou Italy, it was 
made clear to the world that we were back to the power 
politics world of 1914 — at any rate for the time being. v 

Although sanctions failed to achieve their purpose it 
must not be hastily concluded that Abyssinia was vivisected 
in the laboratory of international affairs to no purpose. 

It is natural that whilst the world lies under the shadow of 
this great disaster, and may yet reap some of its consequences, 
men should lose sight of the fact that for the first time in 
history nations united fonnally in action against an aggressor. 

It is dso clear that the consequences of sanctions on the 
economic strength of Italy were by no means negligible. 

It was not perhaps sufficiently realized that their imposition 
could be, and in fact was, turned to account by Signor 
Mussolini in order to strengthen and consolidate his home 
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% <aFeatteg m impmm^n fliat ha was fcadii^ Ae 
poOffe k a great struggle of I^y versus aa aggressive wotM* 
It was certainly not appreciated that economic sanctions 
should not be imposed unless they can and will be followed 
if nbceskry by military sanctions. These arc lessons which 
may yet be usefol in dma to come. 


3, GfiKMANt Marches On 

To return now to the events of 1936. It will be remem- 
bered that in May 1935 Herr Hitler had gone out of his 
way to announce that though Germany had tom up a 
treaty imposed upon her by force she would, of course, 
continue to respect any international engagement to which 
she had been a freely consenting party, the Locarno Treaties 
being instanced as a case in point. On March 7th, 1936, 
Herr Hitler startled the world widi the announcement that 
at the very moment in which he was speaking to the 
Reichstag, German troops were reoccupying the demili- 
tarized zone in the Rhineland in defiance both of the 
Versailles Treaty and of Locarno. He formally denounced 
the Locarno Treaty on the ground that it had already been 
infringed by the signing of the Franco-Soviet Pact. Although 
as in 1935, the revision of this particular section of the Peace 
Treaty was then under discussion between France and 
V Germany, Herr Hitler preferred once again to increase his 
prestige by a forcefiif assertion of the might of Nazi 
Gcmiany rather than to adopt the more amicable but less 
impressive method of negotiation. 

His General Staff advised him that if he marched into the 
Rhineland the French would fight, and that the new 
Geipkan army was not ready for a prolonged war. Herr 
Hidcr, ctmfident that his generals over-estimated the 
willinmess of a democracy to make a firm stand against 
a display of forcci decided to take the risk. Once again he 
Wa4 justified by events, with a corresponding increase in 
his jpcrsonal prestige. 

Aa usual Herr Hitler accompanied his defiance with a 
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Plaa in whicli the most important demmts were 
n foEows : 

1. Imtnciatc negotiations for a new demilitarizecl area 
on both sides of Germany’s frontier with France and 
Belgium. 

2. A twenty-five years non-aggression pact with France 
and Belgium. 

3 . The United Kingdom and Italy to be guarantors. 

4. Holland to be a party to the agreement if she so 
desired. 

5. Germany was willing to accept a Western Air Pact. 

6. Germany would re-enter the League as an equal, in 
expectation of fnendly negotiations designed to divorce the 
League from the Versailles settlement. 

The French, terrified at the German denunciation of the 
Locarno Treaties, demanded that the Council of the League 
be caUed to consider the situation. It met in London on 
March 17th, when Litvinoff, the Russian Commissar for 
Foreign Affairs and author of the phrase “ Peace is one and 
indivisible,” pointed out that this Rhineland business was 
the third case of unilateral breaking of treaties since Russia 
had joined the League, and that Hitler’s Peace Plan was 
only an attempt to divide the United Kingdom and France, 
and tlius to give Germany a free hand for aggression in 
Eastern Europe. It is worth mentioning here, as an 
illustration of the confusion into which foreign politics had 
drifted, that at this meeting of tlie League Council one of 
its members, Italy, was simultaneously on the bench of the 
League in respect of die judgment of Germany, and in 
the dock as a criminal in respect of her own action in 
Abyssinia. On March 19th, after hearing the German case 
stated by Herr von Ribbentrop, head of the German 
delegation, which through the good offices of Great Britain 
had been persuaded to attend the meeting, the League 
Council found Germany guilty of infraction both of the 
Treaty of VersaiEes and that of Locarno, and the next day 
the Locarno Powers issued their proposals for a permanent 
settlcimait with Germany. 
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Th&se proposals were rejected by Hitler, who aimotmced 
that he wodtd make counter proposals after he had held an 
dectiem in Germany, Hie plebiscite in question was held 
in March 1936 ana the voters were given the option of 
dthcr recording their approval of the Leader s policy or 
spoiling their ballot papers. Out of the 45 million votes 
cast, 44|r million expressed approval of the leader’s actions. 
With tins result on his desk, Herr Hitler drafted his second 
and more elaborate Peace Plan. It did not differ sub- 
standaUv from his previous effort except that more emphasis 
was laid on the fact that if and when Germany rejoined the 
League, she would expect the remaining “ injustices ” of 
the Treaty of Versailles to be rectified. There was in the 
second Phui die same omission of any proposal to include 
Russia in an all-European settlement. 

The French combined this Plan with one of their own 
which the German Press srigmatized as “ a skyscraper of 
pacts and visions,” and at the end of April the Bridsh 
Government in its turn published its views upon the latest 
German Peace Plan. Although the Plan was described as 
*‘most important and deserving of careful study,” Great 
Britain declined to commit herself without a further 
elucidation of certain points. Did Germany now intend to 
respect the territorial and polidcal settlement of Europe 
except in so far as it might be modified by subsequent 
agreement ? To what extent was her willingness to enter a 
Western Air Pact conditioned by Soviet air strength? 
Was she prepared to include Russia amongst the states with 
whom she was willing to enter into non-aggression pacts ? 
What exactly did she mean by her desire to separate the 
Covenant of the League from the Treaty of Versailles ? A 
questionnaire on these lines was sent to Berlin in May, and 
although there have been critics — not only in Germany — 
who questioned the expediency of such enquiries, subsequent 
events have fiiHy justified the caution displayed. Despite 
the fact that no reply had as yet been made to this question- 
naire, the British Government, in July I93<5, invited Italy, 
France, Belgium and Germany to a conference in London 
to consider the German Peace Plan. The proposal came to 
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notihiiigt partly because of the outbreak of the civil war iu 
Spain, and partly because the trend of events was now 
distinctly unfavourable to any general attempt to organize 
peace. In spite of stubborn British assertions to the con- 
trary, the Great Powers were grouping themselves into two 
opposing camps, whilst the smaller Powers, demoralized 
by the collapse of the collective system, and by the apathy 
the great democracies displayed over the reoccupation of 
the Rhineland, began to take refuge in “neutrality” or 
under the wing of one or other of their formidable 
neighbours. 

To deal first with the lesser Powers. In October Belgium, 
whose military position had been radically altered by the 
remilitarization of the Rhineland, decided to abandon her 
alliance with France and her participation in the Locarno 
Treaty, and to endeavour to get back to her pre-War 
position of neutrality. Great Britain tried m vain to allay 
her fean by reaffirming her oft-stated pledge to help 
Belgium in the case of unprovoked aggression. France, 
abandoned by her earliest ally, thereupon decided to extend 
the Maginot Line to the Channel. 

Poland, who since 1934 had been moving out of the 
French orbit into that of Germanv, began to emerge as 
the possible nucleus of a neutral bloc of European states 
extending from the Baltic to the Black Sea. Exasperated 
by the Soviet Paas with France and CzechoslovaHa and at 
the same time irritated by Nazi activities in Danzig, Poland 
endeavoured to sit on the fence, leaning now to one side, 


now to the other, as occasion arose. 

The Francophil tendencies of the Little Entente were 
weakened by the fall from power in August 1936 ot 
M Titulescu, Rumania’s foreign mimster. Czechoslovakia 
remained true to her French aUy, though Frmce s abihty to 
come to her rescue, should she get mto ^iculties oyer 
her German minority, was prejudiced by the reoccupauon 
of the Rhineland. In the fecc of the growmg German 
menace and the Italian championship of Treaty remom 
the Litde Entente tended on the whole to hmg together 
Its anxieties were increased towards the end of the year by 
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the bermpca tie two Great Powers wltose 

bmxm in Central Europe had tiE then appeared 
mcotnpatihle. 

The ill-fated Austro-German agreement of July 1936, 
under which Herr Hitler agreed not to interfere in Austrian 
tntomal alFairs in exchange for a promise that Austria would 
regard herself as a German state, was followed in October 
by the visit of the Italian Foreign Minister, Count Ciano, 
to Bcrchtesgadcn. Grateful for Germany’s abstention from 
sanctions, and relieved by the apparent removal of the 
Austrian stumblinp-block, Signor Mussolini, still smarting 
under the League s treatment of him, sought to improve 
his relations with his fellow scapegoat, Herr Hitler* The 
meeting at Bcrchtesgadcn, in the course of which amongst 
other things Germany and Italy agreed to adopt a common 
policy towards Spain, laid the foundations of the Bcrlin- 
Romc axis whose shadow was to lie so heavily across 
Europe in the coming months. From this meeting Italy 
went on in November to reaffirm the Rome Protocols 
between herself, Austria and Hungary, whilst Germany in 
the same month proceeded to counter the Czecho-Sovict 
“ menace ” by signing an Anti-Comintern paa with Japan. 

With France, Czechoslovakia and Russia lined up on one 
side, and Germany, Italy and Japan on the other, and the 
smaller states of Europe huddling anxiously between the 
two camps, it remained for Great Britain to define her 
position, so far, in view of her traditional abhorrence of 
long-term commitments, as it was possible for her to do so. 
Signor Mussolini helped to clarify the position. In a speech 
at Milan" on November ist he announced that the time had 
come to wipe the slate clean of certain illusions, which were 
all that remained of the “ Wilsonian ideologies.” General 
disarmament was “ impossible and absurd ” ; coUectivc 
security ** has never existed, does not exist, and will never 
exist ; the League must either renew itself or perish and, 
as far as Italy was concerned, it might quiedy die. After 
reviewing Italy’s relations with her immediate neighbours 
and Germany, he challenged Great Britain’s right to 
dominate the Mediterranean, the “ sea of Rome,” which, 
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Ij# lasscrtcd, meant life to Italy, whereas to the British Empire 
it was merely a convenient short cut. Great Britain was 
not slow to take up this challenge, and Mr. Eden, in a 
speech in the House of Commons on November 6th, 
proceeded to make dear the British Govermnent’s view 
about the future of Europe in general and of the Mediter- 
ranean in particular. He said that whilst Great Britain 
recognized the defects of the League as at present organized, 
the Government stiU considered that its principles were “ the 
best yet devised for the regulation of international affairs,” 
particularly if more attention were given to using the 
machinery provided under the Covenant for the revision 
of out-of-date treaties. But, subject to lier obligations as 
a League member, Great Britain would be second to none 
in the defence of her legitimate interests as a nation. The 
Mediterranean, far from being a convenient short cut, was 
a main arterial road of the Empire. Italy and Britain should 
work together to maintain interests in that sea, which, 
though vital to both, were not conflicting. British relations 
with France were described as cordial, and friendship, but 
not exclusive friendsliip, was offered to Germany. Mr. Eden 
further warned Germany that Great Britain was getting 
rather tired of hearing herself blamed for Germany’s 
economic difficulties. 

In a speech made a few weeks later he said tliat Great 
Britain would fight for the defence of Great Britaiu and 
the Commonwealth, for the protection of France and 
Belgium under the Locarno Treaty, and also for the pro- 
tection of Germany if she chose to make a new Locarno 
agreement. He added that Britain would also carry out 
her obligations towards Iraq and Egypt. These (he said) 
summed up British commitments. Whether or not British 
armed forces would be used to assist victims of aggression 
in other cases must depend on circumstances. 


4. Euhope and the Spanish War 

At this point we must retrace our steps for a moment 
to the summer of 193 ^ when the conflict of opinion between 
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llvii Buropeaii camps threatened to come to a head 
O'W dbo outbreak of the Spanish Civil War. Russia, Italy 
and Cermany were the Powers most dkcctly involved, but 
Croat Britain, with her vital interest in the Mediterranean, 
femcc threatened alike by an interruption of her com- 
munications with North Africa, and by the possible 
establishment of a totalitarian state on hcf south-wcstcni 
as well as her eastern and south-eastern fronticn, and 
Portugal, a moderate dictatorship dreading the possible 
victory of “ Red republic in Spain, were scarcely less 
interested. National interests apart, there was still the very 
real danger of the whole of Europe lining up on opposite 
fronts in a war between the rival ideologies of Communism 
and Fascism. 

Accordingly in August 1936 France, vigorously supported 
f by Great Britain, set to work to secure undertakings from 
j twenty-seven countries — ^including Russia, Italy and Ger- 
I many, not to intervene in the Spanish struggle by the 
j^pment of “ arms, ammiuiition and materials of war.” 
IpL Non-Intervention Committee, set up in London to 
Tsupervise the working of the agreement, was powerless, in 
the absence of any machinery of control, to check the 
frequent breaches of it. Nor was there any attempt in the 
iarly stages to check the flow of volunteers. International 
f^^nsion increased daily. The Russians were charged with 
^supplying aeroplanes, tanks, munitions and men for the 
deface of Madrid, and the Soviet Ambassador was said to 
be participating in the cabinet councils of Valencia. Large 
numben of volunteers and a certain amount of war material 
was said to be arriving from France. Germany and Italy 
openly recognized General Franco’s regime and supplied 
him liberally with technicians, troops, aeroplanes, and 
,j tanks. The ink was scarcely dry on the Anglo-Italian 
Mediterranean Agreement of January 1937 when news was 
^received of the landing of a further 10,000 Italian troops at 
Cadiz. About the same time reports (which the author has 
reason to believe were by no means unfounded) came in 
that riie Germans were actively engaged in fortifying the 
^ coast of Spanish Morocco, opposite Gibraltar, France 
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||»luatly informed Germany that such intervention in 
Morocco would mean war, and Herr Hider hastened to 
[ disclaim any such intendon| 
w^eanwhilc ixegotiations had been proceeding with a viewl 
to” making the Non-Intervention agreement effective. On 
January loth the British Government prohibited the recruit- 
ment of volunteers for Spain in Britain, and urged the other 
Powers to follow suit. By the middle of February the other 
Powers had agreed to this—on paper at all events^ The 
next two months were spent in wrangling — especiily by 
Portugal and Russia— over the details of a Control schema, 
which did not come into force until April 19th. finder 
this elaborate plan international observers were posted on' 
, the land frontiers of Spain to report (but not to stop) any 
j attempts to smuggle in volunteers or war material. 
Similarly aU ships of the contracting Powers bound for 
Spanish ports had to pick up at ports outside Spain neutral 
observers who were to inspect their cargoe§^ To ensure^ 
that all such ships did in fact embark observers a naval 
patrol was established under which French and British 
warships patrolled the portion of the Spanish coast held by 
the insurgents, and Germai^ and Italian ships the portion 
held by the Govemment.^lAt this period General Francoi 
was assisted by 50-80,000 iSlian troops and 10,000 German* 
teclinicians, the Government by some 20,000 to 35,000 
volunteers, not to mention large supplies of aeroplanes, 
tanks, etc., on both sides, especially on that of die insurgents. 
The next step was to try and secure the withdrawal of 
volunteers from both sides, but as Mussolini after the defeat 
at Guadalajara categorically refused to withdraw a single 
Italian “ volunteer until Franco’s victory was assured, 
little progress was possible^ ^ 

At the end of May, following the bombing of the German 
battleship Deutschland, Germany, after bombarding the town 
of Almeria as a reprisal, withdrew from the naval patrol 
"and Italy followed suit. The plan had barely been patched 
^ up when a torpedo attack on the cruiser Leipzig was reported, 

, and when Britain and France refused to participate in a 
yoint demonstration off the Valencia coast without a previous 
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into, dbe iac»imt|.Gennaay and Italy left ftxe ^sicjctf^ 
laMitt. iftus ftibe for go&i,f 

this time Italy and <Lmany had given up all pretence 
Mmsolim eaccn^igcd congratulatory telegrams 
*widti Franco over the fall of Bdbao, and Italian casualties in 


Spain were periodically published* Hitler announced in 
Jfune that Germany wanted Franco to win so as to be able 
to buy Spanish ore* In August events took an even more 
sinister turn* Systematic submarine attacks on neutral 
duips“*csp€cially tankers-^bound for Spain took place in 
die Mediterranean, sometimes off Spain, sometimes as far 
afield as in Turkish waten. The submarines in question, 
though unidentified, were certainly of Italian origin. The 
French and British Governments decided that there were 


limits to what they were prepared to put up with in the 
' cause of international peace, and suddenly invited all the 
Mediterranean Powers and Germany to a conference at 
Nyon to put an end to this piracy. Italy, whom Russia had 
openly charged with being the owner of the submarines, 
irrfiiscd to attend, hoping that her abstention and that of 

I Germany would wreck the Conference^ 

{It had quite the opposite effect. Relieved of the 
l’ obstructionist tactics wmch the Italians used so skilfully in 
’die Non-^Intervention Committee, the Nyon Conference 
got to work on September toth with startling rapidity, and 
within a few days had signed, scaled and delivered a scheme 
for m anti-piraCy patrol for which British and French naval 
forces provided the means. Before the Italians could 
^recover from their mortification the anti-piracy destroyers 
fwere on the job* A few weeks later the Italians swallowed 
^their pride and joined the patrol scheme, thus exemplifying 
the proverb “ Set a thief to cj^ch a diicf.” It must be 
recorded that within twenty-four hours of die conclusion 
of the Nyon Conference the submarine piracy came to a 
fidl itop, at any rate for the time being. 1 
lAl me meeting of the League Ass^bly following the 
Nyon Conference the Valencia Government’s plea that 
Germ^y and Italy should be branded as aggressors in Spain 
and the Non-Intervention agreement be terminated, failed 
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m the tiecasary lupport. The Assembly comeatcd 
itSOT wim a vapicly wordca motion admitting the existence 
of “ veritable foreign army corps on Spanish soil, urging 
further ^orts to secure meir withdrawal, and hinting at 
the possibility of ending the Non-Intervention policy if they 
were not withdrawn in the “ near future/| 

^Accordingly France and Britain once more took up the 
attempt they had begun before the piracy interlude, to 
frame a generally acceptable scheme for the withdrawal of 
volunteers. Germany and Italy insisted that recognition of 
General Franco’s rights as a belligerent should precede any 
withdrawal of troops. It was not until November that the 
Italian opposition was suddenly withdrawn and all the 
PowerS' — including Italy and Germany — agreed to accept 
the British plan ofjuly 1937. This plan, in essence, provided 
for the re-cstablishment of the control over the Spanish 
land and sea frontiers which had lapsed in July ; for pro- 
portionate withdrawals of non-Spanish combatants from 
each side ; and for the recognition of belligerent rights as 
soon as ** a substantial number ” of such combatants had 
actually been withdrawn. Although the British plan had 
been thus accepted in principle no progress was made in 
practice, as further wrangling then began as to the details 
of its application. \ 

f As months dragged on the partial blockade Franco had 
succeeded in establishing over the Government’s ports 
seriously interfered with their supplies of war material 
whilst his own supplies appeared to be coming forward 
unhindered. His superiority in equipment accounted very 
largely for the success of his offensive in Aragon in the early 
months of 1938. ) 

The failure df the Non-Intervention policy in its latec 
stages was due partly to the obstructive tactics of thef 
?^®itarian states, and partly to the preoccupation of the;, 
leading democracies with their own problems.^ France was 
distracted by political dissensions and by the weakness of 
her ^nart riai position. Britain, whose world-wide posses- 

i In June 1938 Fwnw was bombing British ships trading with the Spanish 
Government, and the Italian Press was boasting of the fact that the Italian air- 
force was in the forefront of the battle. 


855 



Om Own Tims 


t art as great a source of diplomatic weakness as tlitjr 
‘ arc of economic strength, was bclatcdlv pressing on with 
xcaimamcart and seeking to find ways and means of reaching 
agreement with the dictatorships at a time when her 
interests were being threatened simultaneously on so 
many fronts}^ 

^,^REAT BwTAIN and ItAIY 

Since the summer of 1936 Palestine had been in a state 
of intermittent revolt, and Italy lost no opportunity of 
adding fuel to the flames of opposition that Britain s 
Zionist policy had aroused amongst the Arabs of the 
Middle The Palestine insurgents were actively 

encouraged with Italian money, whilst a constant stream of 
anti-British propaganda was emitted by the broadcasting 
station at Bari. During a visit to Libya in 1937 Mussolini 
had proclaimed himself as the Protector of Islam; the 
garrison in Libya was raised to 60,000 men, threatening 
Egypt and the Suez Canal ; and Italian agents were actively 
intriguing with the Arab rulers on the eastern shores of 
the Red Sea. 

In the Far East the outbreak of war between China and 
Japan in August 1937 added still further to British anxieties. 
Although Ac European angles of the Anti-Comintem 
triangle (Romc-Bcrlm-Tokyo) appeared to operate mainly 
as deeping parmers — Germany in fact gave considerable 
assistance both in military instmaors and munitions to 
China — ^therc was always the possibility tliat Russia might 
mt€3:venc actively on the Chinese side, in winch case Japan’s 
western backers might be stimulated into activity against 
Russia in Europe. 

In addition to these localized difiiculties in the Middle and 
Far East, Britain had to face the growing emphasis with 
which the Nazi leaders reiterated their demands for the 
return of the ex-German colonies. This demand, which, 
thanks to Nazi preoccupation with the establishment of the 
Greater Germany in Europe, had not by 1938 reached the 
stage of urgency, is dealt with in an appendix.^ Here it is 
^ See Appendix HI, The Colonial Problem. 
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sufik^cxit to say German colonial demands supplied a 
background of thunderous rumblings to the barrage of 
explosive material provided in Spain, in Central Europe, in 
the Suez Canal area and in the Far East. 

Faced with these difficulties abroad Great Britain, the last 
of the Great Powers of Europe to re-enter the armaments 
race she had for so long endeavoured to avert, determined 
to build up her armed forces to a level which would restore 
to her a decisive voice in international affairs, and meanwliile 
to pursue a policy of reculer pour mieux sauter. How far to 
rectiler and when to sauter may be said to have been at the root 
of the differences which led to the resignation of Mr. Eden in 
^.February 1938. Mr. Neville Chamberlain, who succeeded 
\Mr, Baldwin in May 1937, determined to do liis best to 
luring about an understanding and appeasement between 
Ithe Italian and German dictatorsliips and Great Britain, 

. At the beginning of the year a Gentleman’s Agreement ” 

\ had been signed pledging both Britain and Italy to recognize 
\the status quo in the Mediterranean. It soon became clear 
<^that Signor Mussolini regarded active intervention on behalf 
{lof General Franco, and the establishment of a totalitarian 
Estate at the western entrance of the sea of Rome ” as being 
outside the scope of that agreement. In July friendly letters 
were exchanged bcwcen the British Prime Minister and 
the Ducc, but as they were quickly followed by the outbreak 
of Mediterranean piracy under Italian auspices we have 
already described, and by further flagrant breaches of the 
Non-Intervention agreement, httlc progress was made. In 
^February 1938 in spite of Mr. Eden’s protests that some 
earnest of fulfilincnt of old obligations should be exacted 
from Italy before entering on fresh negotiations, arrange- 
ipients were made for Anglo-Itahan talks with a view to the 
conclusion of an agreement. The Prime Minister overruled 
the Foreign Secretary, Mr. Eden resigned, and Lord Halifax 
became his successor. There can be little doubt that Herr 
Hitler’s annexation of Austria in March expedited the 
course of the Anglo-Italian conversations and contri- 
buted to bring them to a conclusion satisfactory to the 
interests of both parties. Under the agreement of April 

857 



Ofir Wm 


’iAkfa nm to come into oi^eratioii tmdi u ** setde* 
h<uJ been reached in Spain and Italian troopa and 
WM mamrials withdrawn, Great Britain undertook to 
propose to the League of Nations that all countries who 
had not already recognized the Italian conquest of Abyssinia 
thould be permitted to do so at their own discretion. 
Agreement was also reached as to the exchange of naval 
and military information, the withdrawal of Italian troops 
from Libya in excess of peace strength, the cessation of 
propaganda, the rights of both countries in the Red Sea 
area and (after preliminary consultation with Egypt) the 
status of the Suez Canal and the relations of the three 
countries in East Africa. Signor Mussolini, speaking at 
Genoa on May 14th referred to the agreement as “ an 
effort (by Great Britain) to get out of the under-brush 
of commonplaces and recognize in all its strength and 
majesty ... the Italy of Fascism, and the Blackshirt 
Revolution ... an agreement between two Empires which 
extends from the Mediterranean to the Red Sea and Indian 
Ocean.” He emphasized that tliis arrangement with one 
of the great democracies was entirely without prejudice to 
the Berlin-Romc axis and warned France, who was 
striving to reach an understanding on similar lines, that 
she was unHkcly to succeed so long as she and Italy remained 
“ on opposite sides of the barricades ” in Spain. By the 
British Prime Minister die agreement was regarded as the 
first step towards a general appeasement in which the 
second and most difficult step was an understanding with 
Germany.^ lu August 1938 the agreement was still 
awaiting a “settlement” in Spain. 


6. Europe and Greater Germanv 

The more anxious the Governments of Great Britain and 
France appeared to be for a settlement the more intransigent 
became the attitude of Herr Hidcr. The Peace Plan outlined 

^ Hw Anglo-Italian agreement was otherwise described as : It is Musso’s 
flatter to double-cros® Adolf when the crisis comes, provided Great Britain 
-Witt stand by him,” 
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m his spewh of May 1936 was destined to be the last proposal 
fof a general settlement he made during the period now 
und^ rmew* Elated by the success of his pohey of con- 
duemg forci^ affairs by a series of lightning moves backed 
by force, or the threat to use force, the Fiihrer showed no 
indination to return to the more prosaic methods of round 
table discussions— much less of world conferences. It is 
true that m ^February 1937 he announced that the “ era 
of surprises was over — a statement singularly belied by 
the events of the following months — but he made it clear 
in the same speech that Germany’s demand for colonies 
would be pressed as a matter of right and economic necessity, 
and would not be abated in return for any concessions which 
might be made in the matter of access to raw materials. 

But the British, and to a lesser extent the French, Govern- 
ment was not convinced that the path of conciliatory 
negotiation was effectually barred. They still maintained 
that Herr Hitler might be induced, if not to change his 
policy, at least to adopt more peaceful methods of attaining 
his ends. It was with this object that, after the project of 
a visit of the German Foreign Minister to London in June 
had proved abortive, Lord Halifax went to Germany for 
“ exploratory talks ” with Herr Hider. The results of this 
mission appear to have been completely negative, except 
in so far as they opened the eyes of die future Foreign 
Secretary to the real nature of the problem facing Ae 
democracies. Nazi foreign policy, as first formulated in 
the 25 Point Programme adopted by the Party in February 
1920, and steadily pursued during the ensuing years, 
contained the following points : 

“ I. We demand the union of all Germans to form a 
Greater Germany on the basis of the right of self-deter- 
mination enjoyed by all nations. 

“ 2. We demand equality of rights for the German 
People in its dealings with other nations, and the abolition 
of the Peace Treaties of Versailles and St. Germains. 

“ 3. We demand land and territory (colonies) for the 
nourishment of our people and for settling our superfluous 
population/’ 
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Paint a, so far equality in armaments and the punitive 
elanses of the Versailfcs Treaty were concerned, had been 
achieved by Herr Hitkr in 1935 and I 93 < 5 . There remained 
St. Germains — the treaty with Austria— the colonial demands 
and the menacing proposition outlined in Point i. 

Could Herr Hitler be induced to modify these plans? 
If not what — ^if anything — could be done to stop him ? 

Following the Halifax visit in October 1937, conversations 
were held in London between the French and British 
Governments to discuss the outcome of the mission and to 
reaffirm the solidarity of the two Governments in matters 
of foreign policy. Shortly afterwards M. Delbos made 
a tour of Central and Eastern Europe in a belated attempt 
to prevent Poland, Rumania, and Jugoslavia from drifting 
into the shadow of the Berlin-Rome axis. But the French 
post-War system of alliances was already falling into 
disintegration. Jugoslavia had taken advantage of the 
freedom of diplomatic action which each member of the 
Little Entente had resumed in 1936 to negotiate treaties 
with Bulgaria and Italy : Rumania, ever since the fall of 
M. Timlescu, had been flirting with Germany : whilst the 
French alliance with Czechoslovakia threatened to become 
in the near future more of a liability than an asset. There 
remained to the great democracies the doubtful advantages 
of an alliance with Soviet Russia. 

It will have been noticed that whereas during the earlier 
part of this book a considerable amount of space was 
devoted to Soviet Russia, scarcely a mention of that 
country has been made in this review of the years 1935- 
1938. The fact is that the whole of Russian develop- 
ments in the last few years can be summarized in one 
large question mark. Reports appeared from time to 
time of the progress made in agricultural collectivization ; 
of the enormous output under the intensified application 
of piecework methoefs dignified with the title of “ Stak- 
hanovism ; of the immense strength of the Russian armed 
forc^— particularly of the air force ; and finally, in 1936, of 
the ^idoption of a new democratic constitution. But the 
whole picture was overshadowed by the mysterious and 
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sinister figure of Stalk loomkg agakst a lurid background 
of treason trials and bloody “ purges." We en de d our 
earlier chapters on Russia with the query “ Can the Russians 
operate a socialist state on a democratic basis . . . terrorism 
will be useless as a permanent method of control.” There 
was a point, at the end of 1936, when tlie democracies 
the accession of Soviet Russia, under its new constitution, 
to their ranks. True that prior to the adoption of the 
constitution — guaranteeing amongst other things freedom 
of speech, of die Press and of association^ — there had been 
a series of treason trials in wliich the Old Guard of the 
Bolshevik party had practically been wiped out. This was 
regarded as a deplorable but possibly necessary preliminary 
to the establishment of a new and better order. But when 
these mass trials, and an even greater number of purges in 
mihta^, economic, agricultural and administrative grades 
of society, continued unabated after the first meeting of the 
much heralded new “ Parliament,*' the well-wishers of 
Russia were thrown back into doubt. If these trials signified 
real treachery, ineflfjciency and corruption throughout the 
Russian body politic the weight that the Soviet Government 
could exercise in international aifairs must be very seriously 
impaired. If, on the contrary, the whole outbreak of 
terrorism originated in the brain of a single man ridden 
with persecution mania, alhance with Russia, i.e, with 
Stalin, seemed an even more doubtful proposition. The 
French Government, faute de tnieuXy clung to the 
Soviet alliance, although there was a sharp cleavage of 
opinion on the subject within France itself. The British 
Government, whilst not unmindful of the advantages of 
the alliance to France, obstinately refused to form one 
angle of a Paris, Prague, Moscow, London rectangle. 
Whilst firiendly towarch Paris, and sympathetic towards 
Prague, Great Britain did not intend to get mixed up in 
the Moscow end of the business. 

Great Britain also set store by trying to obtain the active 
assistance of the United States. But, as is related elsewhere, 

^ All tliese boons were kept In cold storage when so-called elections were 
held and they are still (1938) non-existent in Russian practice. 
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the Uiiited Statt$, though 'mUm to fnmue iu the Fat 
Ea*t a policy rtmiuiig paralldi wim diat of Great Britain* 
steadfeady declined to be involved in European conflicts. 
Moral support from the U.S.A. would doubtless be forth-- 
coming in the event of Great Britain’s entering upon a 
struggle with the dicutonhips, but the British Government 
considered that much more than moral support was 
desirable in such a contingency. 

In March 1938 an event took place which shocked the 
whole civilized world and brought the British conversations 


with Germany to an abrupt conclusion. The Treaty of 
St. Germain followed that of Versailles into the waste-paper 
basket when on March nth German troo|)s and aeroplanes 
invaded Austria and annexed Herr Hidcr s native country 
to the Third Reich. The appearance of German troops on 
the Brenner Pass marked a new turn of events in Europe.^ 

It will be remembered that at the time of the Nazi 


conspiracy which resulted in the murder of Dr. Dolfuss in 
1934, Italian troops had promptly occupied the Brenner, 
and Herr Hider, unable as yet to brave the Duce, had beaten 
a hasty retreat. Italian interest in the independence of 
Austria was manifested by the signature of the Rome 
Protocols between Italy, Austria ana Hungary in 1934, and 
thek subsequent renewal in 1936 and January 1938. Yet 
further evidence of this interest was provided by the 
agreements with France and Great Britain early in 1935 in 
which all three Powers agreed to consult together if the 
independence of Austria were threatened. But much water 
had flowed under the bridges over the Seine, the Thames 
and the Tiber since 1935, and by 1938 Mussolini was in no 
position financially, or in a military sense, to avert what 
even Italians made no bones about describing as the greatest 
defeat since Caporetto.^ 

The events leading up to this German coup must be very 
briefly described. In July 1936, as has been remed elsewhere. 


* On May iist, 1935, wb«ft speaking to the Reichstag, Herr Hider had said : 
** Gmomy neither intends nor wishes to interfere in the internal aiiair* of Atisma, 
to antusx Austria, or to conclude an Ansdiluss.** In April 1938 he referred to 
the Apsdduss as the acliievement of his long-existing ambition. 

* |cep.«5, 
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Atistro 45 erm^ relations seemed to have been placed on 
a better footing by an agreement under which Austria 
recognized herself as a German state in return for an 
und^takhig that Germany would respect her independence. 
But relations between the two countries showed little real 
improvement. Trade improved very httle, and the Austrian 
Nazis, whose activities Chancellor Schuschnigg rightly 
regarded with suspicion, were ruthlessly suppressed. In 
February 1938 the Austrian Chancellor was summoned to 
Berchtesgaden for an interview with Herr Hitler. Exactly 
what took place is still a mystery, but it is clear that violent 
pressure was brought to bear on Dr. Schuschnigg to give 
the Austrian Nazis what amounted to a controlling influence 
in the conduct of the administration. Dr. Seyss Inquart, 
a prominent Nazi, was made Minister of the Interior, with 
control of the pohee. The Chancellor returned to Austria, 
outwardly submissive, but on March 9th decided on a 
desperate gamble with fate. He announced that a plebiscite 
would be held in three days* time under which all citizens 
over twenty-four would be asked to vote on the following 
question, Arc you for a free and German, independent 
and social, Christian and united Austria ? ** The announce- 
ment was accompanied by advances to the Austrian 
Socialists, who were permitted to meet in public conference 
for the first time since 1934. 

Herr Hitler’s reactions to this open defiance were sudden 
and dramatic. The plebiscite was declared to be uncon- 
stitutional, and on March nth, on the plea that they had 
been invited by Dr. Seyss Inquart to suppress Bolshevik 
disorders, German troops crossed the frontier. On the 
12th Herr Hitler arrived in Austria and issued a proclamation 
to the German people describing how German soldiers and 
the “ Air Force in the blue sky *’ had rescued their “ racial 
comrades” from the tyraimy of a small minority, and 
announcing that a ” free plebiscite * — conducted in the 
usual Nazi style— would be held to determine the future 
of Austria, The plebiscite was duly held on April loth, 
and 99 ’73 per cent, of the voters declared for the absorption 
of the '‘Ostmark” into Greater Germany, What were 
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itecs jW icacdmiii tJie xtim dT the Jkvmhm people t 4 to 
fotdhlc ** AmdUms '* it is impossible to my. The 300*000 
Jew of Vienna, debarred from voting in die plebiscite and 
destined to an ev<ai more brutal persecution than diek 
fidlows in Germany, cither attempted to escape or in many 
cases cotnmitted suicide. The unpopularity of the Italian 
connccdOn, the prospect of improved employment and the 
general tendency of the Viennese to accept every fait 
mmpli widi cheerful resignation no doubt caused many 
of the people — especially tbc young — to greet the Nazi 
victory with enthusiasm. How long this enthusiasm will 
last under the rigorous discipline of Nazi life is another 
matter. 

Europe greeted these events with a sort of paralysed 
stupefretion. As usual the democracies showed themselves 
incapable of dealing with a totalitarian coup otherwise than 
by protests and lamentations. France, in the grip of a 
political crisis, made half-hearted representations to Italy 
and Great Britain, but her co-partners in the maintenance of 
Austrian independence made no response. Mussolini 
cloaked his mortification by disassociating himself from 
Dr. Schuschmgg’s plebiscite idea, and by stating that his 
attitude was determined by the friendship between Italy 
and Germany consecrated in the Axis. Nevertheless from 
the time the Germans occupied the Brenner there was no 
longer any doubt from which capital the Axis was being 
turned. 

The annexation of Austria had a still more sinister 
s%iiificance in the course of European affairs. It was the 
first step towards the attainment of the menacing but 
ill-dcfincd objective contained in the first point in the 
Nazi programme of 1920. As Herr Hitler informed Signor 
Mussolini, “ I did not take this decision in 1938, but 
immediately after the Great War. I made no mystery of it.” 
ha his speech of February 1938 the Fuhrer had prooaimed 
die interest of Germany in the general right of ” self- 
determination ” of the German-speaking peoples outside 
hpr fronticn. If the fate of Austria was any indication of 
^hat Herr Hitler meant by ” scff-dctcrimnation,*^ what was 
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this <k$tiiiy of*e Gernm-speaking areas in France, Switzer*, 
land, Denmaric, Danzig, Hungary, Poland, and above all, 
Czechoslovakia ? From the time of the ‘‘Anschluss** 
onw^ds the German press gave increasing prominence to 
the Drang nach Osten.*’ A Greater Germany of 100 
or 150 million was constantly dangled before the eyes 
of the Germans of the Fatherland, a Greater Germany 
comprising — what ? The minerals and munition works of 
Czechoslovakia? The com lands of Hungary? The 
elearical power of Switzerland? The oil of Rumania? 
and the ports of the Baltic? With territories stretching 
from the German Ocean to the Black Sea the great and 
glorious Third Reich would be in a position to dictate 
terms to Europe and the whole world. Was this a dream 
in the mind of a mystical monomaniac ? All the indications 
seemed to point to the contrary. The technique was by 
now wellnigh perfect. The wrongs of “ racial comrades ** 
under the heavy hand of ahen oppressors: appeals to 
German blood-brotherhood and to the world*s sense of 
fair play: a lightning coup, represented as the inevitable 
outcome of natural forces : a plebiscite by way of ratification 
of a fait accompli. Three times this had worked successfully 
at the expense of the democracies, and once at the expense 
of a fellow dictator. What, if anything, could be done to 
prevent a German hegemony over Europe? Collective 
security based on justice and mtemational law had broken 
down. Could a new sort of collective security based on 
the protection of mutual interests be improvised to take 
its place ? 

This question appeared to find some sort of answer in the 
crisis which arose over the Municipal Elections in Czecho- 
slovakia in May 1938. The German minority in Czecho- 
slovakia— the Sudeten Deutsche — elated by the German 
annexation of Austria, were encouraged by Berlin to put for- 
ward to the Czech Government demands that amounted to 
the establishment of an independent Nazi enclave within the 
Czech frontiers. They demanded complete autonomy, free- 
dom to profess the Nazi creed, and the abandonment by the 
Czech Government of its alliances with. Paris and Moscow, 
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Tbt Government, fearing lest possible disturbances at 
tbe time of die elections should affora a pretext for German 
"“intervention to preserve order, “ took a strong line. 
Whilst intimating to Herr Hcnlcin its willingness to remove 
the legitimate grievances of the German minority, it declined 
to admit the right of that minority to dictate the policy of 
the state as a whole. Reserves were called up to keep order 
and Germany was told that the annexation of Czechoslovakia 
was not by any means going to be a walk-over on the 
Austrian model. Heartened by the spectacle of the only 
surviving democracy cast of the Rhine preparing to give 
battle, the Powers decided to lend it their diplomatic 
support. France and Russia renewed their assurances to 
Czechoslovakia; Poland, beginning to wonder if after all 
her western neighbour was not more dangerous than 
her eastern, decided to subordinate her differences with 
Czechoslovakia to her obligation to France; and Great 
Britain, who had steadily declined to enter any definite 
commitments in Central Europe, proved rather unex- 
pectedly a good deal better than her word. Great Britain 
in faa took the lead, and showed the Germans that her 
refusal to agree to go to war on behalf of Czechoslovakia 
by no means implied that she would not go to war in 
certain eventualities. As a result the week-end of May 
2ist-23rd, one of the most critical since 1914, passed away 
without any major incident. 

In July 1938 the Czechoslovak problem took a fresh turn 
with the acceptance by Lord Runciman of the position of 
unofficial mediator between the two parties to tne dispute. 
Whether he will succeed in bridging the deep gulf wliich 
exists remains — at the time of writing — ^to be seen. The 
author confesses to doubts. 

7. The Outlook (1938) 

It seemed in August 1938 as if international relations were 
on a dead centre between Peace and War. There was 
general agreement amongst informed persons that Germany 
was in no shape to undertake a prolonged war. On the 
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other hand, it was also known that certain people in Germany 
felt that a short sharp stroke might produce favourable 
results. The British rearmament programme was begin- 
ning to get into its stride but was far from complete. 
Hungary was known to be in great fear of German 
penetration. Poland appeared to be making desperate 
attempts to avoid ‘‘taking sides.” France, gratified by the 
evidence of the solidarity of the Franco-British entente 
provided by the very successful visit of King George VI 
and Queen Elizabeth to Paris (July 1938), asserted she would 
stand by Czechoslovakia. Attempts to improve Anglo- 
German relations were making no progress. Relations 
between France and Italy were strained. No wonder that 
in these circumstances the most hardy of prophets did not 
venture to forecast what might happen from month to 
month or even week to week. 

It is perhaps safe to say that it was felt in London that 
if the Czechoslovak problem could be solved by peaceful 
means, there would be solid grounds for hopes of further 
progress. On the other liand, it must be recorded that 
those who had studied Nazi German policy and statements 
found it difficult to sec how Germany could assent to a 
peaceful and permanent solution acceptable to the Czecho- 
slovak Government without abandoning methods and 
principles which the world had been led to believe were 
fundamental to the Nazi creed. 


8. Armaments 

Wc have already indicated that the general deterioration 
in the international situation which wc have described in 
the preceding sections of this chapter had tesulmd in a 
world-wide and rapid increase of armaments. The real 
extent of rearmament is impossible to gauge, as the 
totalitarian states have long ceased to publish mytlimg ut 
the vaguest of figures. Some indication of the armament 
activities of the principal naaons is giv^ m the table 
pubUshed below, which was taken from The Intematwnal 
Labour Review of February 1938* 
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Im fa 4iejc|: ~iiie armameats ^ $M 

1^ loy Itwi niadie during die winter and 

af If Jd# Hie Three Power Treaty of Match 
wUm was die only outcome of the London Naval 
ittxmm ctmveiied to deal with the situatioii arising &om the 
foldiaimiiig esqphy of the Washington Treaty, abandontsd 
the rado tystem in fiivour of a qtiaKtativc limitation of the 
toimagcaiidguncahbrcofwarsmm* Japan withdrew iSrom 
the proccediMs in Janua^ on the rcfosal of her demand 
for parity with Great Britain and the U.S.A,, whilst Italy 
declined to si^ the Treaty in view of the existing inter- 
tiaticmal rituarion. Great Britain subsequently acted as “ go 
between in securing the adherence of Germany and Russia 
to the main provisions of the agreement* Italy m 1938 
promised to give her support to the scheme as soon as the 
Angio-ltalian agreement of that year should come into 
force. But since stria adherence to the provisions of the 
agreement was made dependent m all cases on the policy 
pursued by non-signatory Powers, and since the most 
important of these, Japan, refused to refrain from budding 
battleships of a size beyond the nuximum allowed by the 
Treaty, the Three Power Treaty of 1936 had little practical 
result upon the race in naval reannament. By the spring 
of 193 8 it was becoming clear to thoughtful persons that 
deplorable as the armaments programmes were from the 
point of view of the future of peace, the economic activity 
to which they were giving rise might from a short-term 
pomt of view be concealing the magnitude of a world-wide 
economic depression which seemed to be growing in 
seriousness at this time. In order to see how this chWe 
in economic outlook came about wc shall now bric% 
review the course of intematioml economic cvaits since 
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9* Th« Bconomic Situation (i 935--|8) 

In some of the earlier chapters of this study an account was 
given ^ the great depression which swept round the world 
from about 1930 to I933-I4* We wrote <m p* 690 ^t 
looldiig biickwards from ^ vanta^ pottit of 193S it is 
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dite tibat hi msm parts of dbe worM ftsatv die 
acoocmiic crsdsi liaa itself at tise end of tpsx’* 

tf we now adopt aw middk of 1958 as our obsenri^oti 
tower and cast a samilar badtward glance* we see diat 
during 1935 a definite world economic recovery began to 
become clear. Stocks of commodities of primary pr^isctt 
were worked ojff, nature-— as if anxious to h^p mamemd— 
adapted itself to ^ peculiar scarcity notions of the capitalist 
system, and kindly provided some droughts which helped 
to raise prices. A number of restriction s^emes successfiiUy 
adneved the same purpose of stimulating economic activity 
by making wealth scarce! The consequence of these 
events was a rapid fisc in commodity prices. Thb led to an 
increase in the purchasing power of the primary producers, 
and, since fireignt rates were also rising, there was a recovery 
in the shipping trade and a revival of shipbuilding. These 
phenomena b^an to take shape in 1934-35, and by 1936 
were in fidl display. In die autumn of 1936 the outlook was 
fiirdicr improved when the gold bloc countries (France, 
Holland and Switzerland) abandoned the attachment of 
dicir currencies to gold vdues which belonged to the pre- 
d^rcssion period. This event made possible a triparritc 
currency agreement between London, Paris and Washington 
which was hailed as a notable example of economic 
co-operation between die three great democratic countries 
in contrast to the closed economics which were being 
ardently operated in die totalitarian states. 

But though the world economic outlook at the end of 
193d was brighter than it had been in any year since 1929, 
its bf^tness was of a suspicious character. 

The eccmcuuic horizem was illuinmed not by a dawn 
produced by a universal sun, but rather by the glow of a 
imd of economic aurora borealis. Those who are acquainted 
with diis meteorological phenomenon will know that it 
consists of vivid shafts or separate spears of light which rise 
and fidl and chat^ in colbur.^ Tbe light of the world 
ecmtmuc recovery was composed of the rays of a great 

* A lemificaHe ex«in|>tfr odcurred md wm tecfi »}1 over dtit Not^mmu 
H a w h fi t w M V fiordi ef l«t. 4 $ N. in Jamairy i^it. 
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niiteatl tmmme^ mid nm by die $tiili totel 
ts£ mweiy in wodd trade, which in Jannaiy i #7 wm 
iEtIt w per cent. Wow the volume it had hem in 19^9* 

It is also a diaiactemtic of the aurora borealis that it 
otten disappean as rapidly as it appears, and there were not 
wanting mose who at tne aid of 1936 declared that the 
lecovecy, being based on national rather than international 
fomdmom, would wither when subjeaed to the test of 
time, and a short time at than Thoc warning voices^ 
pointed out that : 

** The year (i9j6) saw the conjuncture of many faaors, 
all fevourablc to economic recovery. But their influence 
served only to reinforce the purely domestic stimuli which 
govcmmaits continued to apply, by devious protective 
stratagems, to their home markets. Tne results can be read 
in one after another of our correspondent’s reports : rapid 
rises in prices, shortage of skilled labour, falls in unemploy- 
ment to an obstinate minimum well above pre-depression 
levels, restoration of profitability in agriculture, expansion 
of constructional activity, operation of iron and steel plant 
to full capacity, hccric armaments manufacture, large 
increases in Budget totals, rising taxation, lagging foreign 
trade and the maintenance of currency and exchange 
controls. All these suggest the danger that separate national 
levels of business acrivity will be pushed ahead at widely 
differing rates by state action, ana that new discquihbria 
may lata: emerge,” 

The year 1937 opened well, although the economists — 
who appm to shire Joseph’s belief that seven fat k^ 
must be followed by seven lean kine — gloomily propheried 
fhat after five years of prosperity we were cyclically due 
for another slump. Prosperity continued to increase until 
April when the U.S.A. expmcnccd something approxi- 
mating to ** boom ** conmtions. Commodity prices, 
etmcdally metals, soared in anticipation of a world shortage 
of primary products due amongst other things to vast 
leaimament programme of Great Britain. In April caioe 
Pteskdent Roosevek^s announcement to a Ptess Confisrcnce 
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tiifc |wbiiwtJ^?.tlo^ would shift its expmditma to otte 
ftdds. His aiui^uiiccm^it, quickly followed by tk& 
s original N.D.C, proposals, produced 
^ dechne whidh. continued — except for a short rally in 
July-*August — at an accelerating speed throughout the year. 
In the U.S.A,, between August and the end of the year, 
sted production declined by 6o per cent., industrial pro* 
duction as a whole by nearly as per cent., and industrial 
employment by 500,000. Most of the primary producing 
countries were, as in the years following 1929, rapidly 
affected by the fall in commodity prices. One of the most 
notable of the examples of the way in which American 
conditions react upon raw material producing countries was 
the wild slump on the Johannesburg stock exchange 
following the rumour m March that the U.S.A. mtended 
to suspend gold purchases. The index of the general level 
of commodities fell from 202*2 on Apnl 3rd to 149 by 
December 29th, some commodities, cocoa, for instance, 
falling by 51*2 per cent. This decline was due in part to 
a reaction from the wave of ** bull ** speculation early in 
the year, and in part to a general lack of confidence. 

The failure of France to recover after the Tripartite 
Agreement from which so much had been expected; 
perpetual incidents in the Mediterranean ; the Sino* 
Japanese war — especially the Panay incident ; labour troubles 
in the U,S,A.; and the increasing hostihty between the 
President and Big Business, all contributed to produce one 
of those psychological depressions which are die breeding 
grounds of economic catastrophes. Political disturbances 
and die smoke-screen provided by rearmament activities, 
served to conceal from the public in most countries the 
possible imminence of a world slump comparable with 
char of 1929--SJ- 

One of the most formidable obstacles to a genuine and 
petmanenc recovery was the unwillingness of most cotmciies 
m abandon the boltholes of economic nationalism in 
wliidi they had taken refisge during the WmrM J^Iump. 

la , April 191? ML van Zeelmm then Bc%aan Prime 
$f2 



wm asked by the Fr^aich and British Gorcmme^^ 
to ondettake an iaqoity into the possibility of obtahiinf 
a general reduction of quotas and other obstacles to inter-* 
national trade,” After visiting all the principal countries 
concerned he presented his report early in 1938. Whilst 
admitting that a whole series of experiments in “ self- 
sufficiency ” had demonstrated the elasticity of the home 
market, he maintained that the fostering of international 
trade must remain an clement of capital importance for 
economic prosperity within the national frontiers.” As < 
regards the principle of this proposition “ not a single 
discordant voice was heard.” But it was a different matter 
when it came to be discussed in detail. Some countries 
attributed their main difficulties to the shortage of raw 
materials in the territories under their control. Others to 
the exaggerated protectionist policies which prevented the 
absorption of larger quantities of their exports. The report 
enumerated amongst the formidable obstacles to progress 
“ the unequal distribution of capital : the damming of the 
stream of immigration : intensified rearmament, its present 
cost, and its reaction when saturation point has been 
reached: and, finally, overriding political jealousies and 
fears.” Nevertheless M. van 2 ^eland made certain recom- 
mendations which he considered to be within the range 
of practical politics. 

In the economic sphere the main barriers to trade were 
tariffs, indirca protection and quotas. Moderate tariffs of 
long standing he accepted as inevitable, but suggested that 
governments should undertake not to raise or widen the 
range of their tariffs : to reduce those that were exceptionally 
high; and to suppress duties connected with the export 
of raw materials. Indirect protection in the form of anti- 
dumping duties and so forth should give place to bilateral 
agreements based on the most-favoured-nation dausc 
dmgned to cover only those countries who were willing 
to participate in a general effort to reduce obstacles to 
intcamational trade. Quotas were severely condemned and 
the report rccomiucndcd that both industrial and agri- 
cdburiu quotas should be gradually suppressed. 
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6i' Ae financsyt spheife it was recogoisfeed that exchange 
Subfibsaicion was as yet impracticable, but some midgation 
pf sudden and violent exchange fluauadon might be 
obtained by extending the scope of the Three Power 
Currency Agreement — to which Belgium, the Netherlands 
and Switzerland had already adhered. The early abolition 
of exchange controls and clearing systems was advocated 
and also arrangements to facilitate credit facilities through 
the Bank for International Settlements. A further interesting 
suggestion was that the co-operating states should establish 
a common fund to promote trade operations during the 
period of readjustment. Suggestions of a semi-political 
nature were that Mandated territories should be inter- 
nationalized, both economically and politically; that the 
Congo Basin “ Open Door ” Convention should be as far 
as possible extended to all colonies; or alternatively that 
privile^d companies whose capital would be internationally 
divided should be created to carry on the trade with a 
colony. Finally, M, van Zeeland recommended that a 
conference of the principal economic Powers, France, Great 
Britain, the U.S.A., Germany and Italy, should meet to 
consider the preparation of a “ pact of economic colla- 
boration ” to be signed by the largest possible number 
of countries. 

It is instructive to contrast the situation during the World 
Crisis of I 93 C ^~33 with that in 1938. In the former case 
the pohtical factor-~except for the unwieldy debt structure 
which was the legacy of the Great War — ^was largely absent. 
From a short-term point of view, at any rate, the Great 
Depression was so violent and shattering that it appeared 
to be the cause rather than the effect of pohtical reactions. 
Men felt that it was economic depression which, by forcing 
the nations to look inwards and pursue a policy of nationalism 
in order to preserve if possible their national social structure, 
was the chief obstacle to international political co-operation. 

In 1938 the reverse of the medal was exposed to view. 
The political fiictor was so predominant that the prospects 
df the recommendations of the Van Zeeland report being 
adopted depended upon whether a basis for genuine 
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ccHOpcratioii could be found between the democracies apd 
the dictatorship states* Since the economic sdf-stiffideacy 
practised in the totalitarian states is primarily dictated by 
political and miUtary considerations rather than by a desire 
to raise the general standard of living, it follows that there 
is a wide divergence of aims between the democracies and 
the dictatorships. The ultimate object of the former — 
although they arc by no means free from the taint of 
economic nationalism — is to secure the greatest possible 
measure of prosperity for all countries by widest possible 
extension of international trade. The object of the latter 
is to increase their own wealth, and especially their war 
potential, by exploiting their own resources to the uttermost 
regardless of cost, and brmgmg as large a proportion of the 
world’s resources as possible within the area of their own 
polmcal control. National self-suiFiciency, m short, is 
incompatible with international interdependence. 

Two developments serve to show the workings of these 
conflicting policies. In November 1937 the British Prime 
Minister and the U.S. Secretary of State simultaneously 
announced that Britain and the U.S.A., which together buy 
29 per cent, of the world’s imports and sell 24 per cent, of 
the world’s exports, were about to negotiate a trade 
agreement. This agreement, which has not actually been 
signed at the time of writing, if it succeeds m linking up 
on a more liberal basis the Ottawa system of the British 
Commonwealth with that of the United States, will be the 
greatest achievement of Mr. Cordell Hull’s new trade 
policy. Up to date he has made trade agreements with 
sixteen countries which together represent a formidable 
breach m the pre-War high tariff system of the U.S.A. 
The Hnking up of the British and American systems, with 
its possible extension to include France, Belgium and the 
Oslo Convention Group, would provide a firm basis for 
a revival of international trade. 

It is interesting to contrast this with the trade policy of 
Germany. It is true that in the early stages of the Nazi 
r%ime their difficulties were largely not of their own 
making. “ They will not allow us to export . . . they 
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Seme m a |>olicy of autarchy. Gcrmsuiy deplotts$ it 
m hitKifi as fowguers, said Dr. Schacht in 1934. But by 
Man^h 1938 the ttine had changed. Dr. FmJc at the teiprig 
Fair asserted that “ Germany’s economy is absolutely sound- 
proof against crises,” and added that the authoritarian states 
Would never consent to currency stabilization on the basis 
of the old gold standard because “ it would make for 
international interdependence.” 

Nazi methods of extending German trade with her 
south-eastern neighbours are also instructive. By the 
simple method ot buying more than she could pay for, 
Germany instituted a system of Involuntary Credits ” 
with the Danubian countries. In the middle of 1936 
Dr. Schacht made a tour of the Balkans to persuade the 
holders of these frozen credits to accept payment in the 
form of such goods and services as Germany had to offer — 
which ranged from munitions and engineering contracts to 
typewriters and aspirin. By these methods the share of 
Germany in the trade of south-eastern Europe was greatly 
increased. 


GREATER GERMANY'S TRADE WITH 
SOUTH-EASTERN EUROPE 


(Percentages of each country's trade) 
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, as was pain^di mt in The Bcmmist as early # 
|iii»c J93<5, the essenti 4 condition of success in dns economic 
penetration of southeastern Europe was for Germany to 
secure political control of Austria and Czechoslovalda. As 
regards Austria that condition is now fulfilled, whilst the 
fate of Czechoslovakia hangs in the balance. 

How long the totalitarian states, notably Italy and 
Germany, will be able to adhere to their autarchic policies 
in the face of external attraction towards the comparatively 
prosperous Anglo-American group, and of intemn pressure 
from workers who are told that the only hope of an 
improved standard of living lies in harder work or war, it 
is impossible to foretell. Italy is already showing signs of 
being unable to stay the course, but will the German 
autarchy blow up before it blows the world up? This 
question-mark overhung the world m the early months 
of 1^8 when world trade declmed by 12 per cent., an 
ominous pointer towards the onset of another World 
Depression. 


10, Man and Himself 

Here we must leave this tragic story, the epilogue to the 
drama of Our Own Times. We leave the Nations m 1938, 
after circuitous wandermgs through the bloody defile of the 
World War, and thence through the False Dawn of 1926, 
the World Economic Crisis of 1931 and past the shattered 
wreck of the Disarmament Conference, back once more at 
the entrance of that Valley of Death we found them in 
1913. Vaster Powers arrayed in an even more precarious 
Balance rearm furiously as they drift from crisis to crisis. 
Each crisis is followed by a burst of speed in the arms race, 
and this in turn produces another crisis. 

The same old slogans about “ Might is Right ** and 
“ Making the World Safe for Democracy ” mock at us 
across twenty-four years of wasted effort. But the nations, 
like the Bourbons of old, seem to have learnt nothing and 
forgotten nothing. 

I can only repeat in 1938 what I wrote in i934» namely, 
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iiiMt tJte natiom df tjje world tm Jiew reap the harrest 
of happiness and prosperity which Science has placed within 
thek r^ach until they apply themselves to the organization 
of Peace with the same passionate intensity as they now 
devote to the organization of War — ^until, in short, Man 
has conquered Himsblp. 
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NOTE ON THE SEPTEMBER CRISIS, 1938 


I 

T owards the end of August 1938 I completed this 
(1938) edition of Our Own Times. I did so (as may be 
seen by reference to page 867 and elsewhere) with a feeling 
that a very serious international crisis was brewing. A few 
weeks later Europe was on several occasions within a couple 
of hours of a world war. 

The crisis, which reached its greatest tension during the 
last week of September 1938, caused some delay in the 
publication of tnis book, and I am therefore enabled to 
incorporate in its pages this brief additional note written 
during the second week of October 1938. 

n 

Space docs not permit me to set forth any account of 
the day to day happenings in the crisis which arose between 
Germany on the one hand, and France and Great Britain 
on the other, in connection with the Sudeten German 

C ’ ' :m in Czechoslovakia. I shall confine myself to a 
survey of the matter m a style and manner which I 
trust will stand the test of time. 

The three and a half milhon Germans who Uved in 
Czechoslovakia had always had grievances against the 
Prague Government. These grievances were justified, but 
were certainly less serious than those of German minorities 
in Poland and Italy. 

The Sudeten German leader, Herr Henlein, on several 
occasions between 1934 and 1937, publicly denied that his 
movement was other than democratic, that it was aiming 
at union with Germany, or was Nazi in philosophy. Herr 
Hitler never indid^sd up to 1938 that the Sudeten Minority 
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(wHdi mcluidbi 100,000 professecUy Aotivlilari Geriiiaiis) 
cmip&d ft **proWem*’ he wished to solvc,^ 

However, in the spring of 1938 it began to become clear 
that the rescue of the Oppressed and tortured” Sudeten 
Germans from the ^tyranny” of the Czechs was to be the 
next item on the Nazi pogramme. 

By July 1938 the situation was so menacing that die 
British Government offered the services of Lord Runciman 
as a mediator between Prague and the German Minority. 
Herr Hitler was still declaring that he desired a peaceful 
solution, and it was remembered that in March 1938 he 
had categorically assured both the British and Czech 
Governments that he had no hostile intentions towards 
Czechoslovakia. Lord Rundman’s mission succeeded in 
persuading the Prague Government to make far-reaching 
concessions to the Sudeten Germans, concessions which 
culminated in what became known as “The Fourth Plan,” 
a scheme whereby the German Minority was offered the 
widest possible measure of Home Rule within the Re- 
public. 

In the meantime Herr Hider had mobilized Germany for 
war, and at the Nuremberg Party Rally, on September 12th, 
he threw off die mask and made it clear that Germany in- 
tended to secure possession of the Sudeten Germans and 
their lands. For the sequence of events which then occurred 
the reader should consult the Chronology. I shall confine 
myself here to a broad survey of the crisis. 

On September 14th the British Prime Minister electrified 
world public opinion by annoimcing that he had decided 
to fly to Bcrchtcsgaden to interview Herr tfider. Mr. 
Chamberlain there discovered that the German Fiihter 
was about to invade Czechoslovakia, an action which 
Would (in tlcory at all events) oblige France and Russia 
to go to war wim Germany, and almost inevitably involve 
Great Britain through her alliance with France. 

Having heard a categorical statement from Herr Hider 
diftt he (the Piihrcr) “would be prepated to risk a world 

^ fox ttattkialaiB of th« a&touadi^ contradicdoiw 4 a matter of both Herr 

BaiMi md HerrHMer lee fd^aph. Sept, 
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tathar Aam *‘wait/* Mr. Cfiaiixberkb rctiiriiffil «© 
Loadcwi. 

The British and French Governments took connscl to* 
gether and decided that the only practical solution was one 
which arrai^ed for the cession to Germany of the Sudeten 
German areas. This advice was tendered to Prague, and 
repeated two days later, in the middle of the night, when 
it was accompanied, so far as the French were concerned, 
by an intimation that if the Czech Government did not 
accept this advice the French would not fulfil their Treaty 
obligations. This ultimatum to Prague was coupled with 
a promise to the Czechs that their acceptance of the Anglo- 
French Plan would ensure them a Franco-Bridsh guarantee 
of the new Czechoslovakia against aggression. The Czechs, 
though they were fully mobiuzed and had successfully coped 
with a rebellion (inspired from Germany) in the Sudeten- 
land, felt that they had no option but to accept the Anglo- 
French Plan. 

With this acceptance in his pocket the Prime Minister 
returned to Germany on September 22nd and met Herr 
Hitler at Godesberg. He then discovered that Herr Hitler, 
unprepared for Czechoslovakia’s prompt acceptance of his 
Bcrchtcsgaden demands as formulated in the Anglo-French 
Plan, and unwilling to be robbed of a spectacular display 
of armed force, had decided to stiffen his terms. The new 
demands formulated by Herr Hitler at Godesberg, in what 
was to all intents and purposes an ultimatum to Czecho- 
slovakia, included inter alia an announcement of his intention 
to invade Czechoslovakia on October ist unless his latest 
terms were accepted in full. 

The Prime Minister agreed to transmit those terms to 
Prague without comment, and returned to London. The 
Czechs thereupon refused to accept the Godesberg ultimatum, 
and a general European war appeared to be almost inevit- 
able. A personal emissary from the British Prime Minister 
flew to sec Herr Hitler, but without result. 

Parliament was summoned on the 28th September: the 
British Navy was mobilized (the French had been gradually 
mobilizing), and Air Raid Precautions were feverishly put 
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kuta $c^m^ Qm ms^h$ %crc distributed, ttmebcs were di$g 
in tendon parks and other open spaces, and shadow war 
ministries were started in embryo form. 

President Roosevelt addressed two appeals to Germany 
to refrain from resorting to violence over a dispute capable 
of settlement by negotiation. Herr Hitler, in a violent 
speech, refesed to accept any compromise, whilst the 
German press and radio continued their flood of vile and 
lying abuse of Czechoslovakia, and in particular of President 
Benes. 

On September 28th, the British Prime Minister sent 
a last appeal to the German Chancellor, and coupled it with 
a request to Signor Mussolini to use his influence. There 
are many reasons for supposing that the Italian Chief had 
no desire to participate in a world war, and he requested 
Herr Hitler to concede a slight postponement of action. 
At the eleventh hour, when the Prime Minister was giving 
a full account of his efforts for Peace to a crowded, anxious, 
but resolute House of Commons, came the news tliat Herr 
Hitler proposed a conference at Munich, to winch were 
invited Mr. Chamberlain, M. Daladier (the French Prime 
Minister), and Si^or Mussolini. The Conference of 
Munich met on the afternoon of the 29th and reached 
agreement in the small hours of the morning of the 30th. 

The result of the agreement was to give Herr Hitler 
99 per cent, of what he had demanded at Godesberg, with 
the reservation — of how much importance only history 
can show — that he agreed to take it in instalments from 
October ist to the loth, instead of invading Czechoslovakia 
on October ist. 

The Czechs were not present at the conference, and as 
the Poles and Hungarians were pressing them hard for 
cession of the Polish and Hungarian minonties and terri- 
tories, the Prague Government, abandoned by their allies, 
cafntulated ana accepted the Munich terms. 

Thus Nazi Germany gained by threat of force an accession 
of man*^power, territory, and economic wealth comparable 
m that usually acquired only as a result of a victorious war. 
After signing with Herr Hitler a joint declaration stating 
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that Anglo-Gcrman problems should be setded henceforth 
not by war, but by negotiation, Mr. Chamberlain returned 
to London, where he declared to the enthusiastic crowds 
gathered to welcome him, that he had brought back “Peace 
with Honour.*’ Peace it certainly was, but we must await 
the verdict of history in order to discover its precise char- 
acter. The future will show whether the Munich Conference 
merely postponed an inevitable conflict, or whether it 
marked a turning-point in the post-war history of Our 
Own Times. 

I confess that, at the moment of writing, I am conscious 
of many grave doubts and misgivings. 

Let us nope that in any subsequent editions of this work 
I may be able to prove that my misgivings were unfounded. 
Meanwhile I have no doubt at aU that in the immediate 
future a tremendous defence effort in Great Britain is 
essential if any part of the initiative in foreign policy now 
lost to the Dictators is to be regained by the Democracies. 

By the middle of October 1938 there were signs that 
the British pubHc was becoming aware that the combina- 
tion of the followmg circumstances : 

(a) a Japanese offensive in the vicinity of Hong Kong, 

(h) the German domination of Central Europe, 

(c) a semi-bankrupt French ally, 

(d) a large-scale Arab rebellion in Palestine, 

(e) a scandalous lack of Home Defence, 

formed the elements of a problem which made it necessary 
for Great Britain to make an immense national effort. 

Many were saying, in the words of the prophet Jeremiah : 
“Peace, Peace, when there is no Peace,” or, to quote Isaiah : 
“Woe unto them that call evil good and good evd.” 
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October 193 8 to March 1939. The second from March 1939 
to the outbreak of war. 

Iti the previous edition of this book we carried the story 
of wodd affairs up to the moment when Mr. Neville 
Chamberlain, Prime Minister of Great Bntam, returned 
from die Munich Conference bearing in his hand a piece of 
paper signed by himself and the German Fuhrer, It declared 
that: 

**We, the German Fuhrer and Chancellor and the 
British Prime Minister, have had a meeting to-day and 
are agreed in recognizii^ that the question of Anglo- 
German relations is of the first importance for the two 
countries and for Europe. 

We regard the Agreement signed last night and the 
Anglo-German Naval Agreement as symbohc of the 
desire of our two peoples never to go to war with one 
another again. 

“ We are resolved that the method of consultation shall 
be the method adopted to deal with any other questions 
that may concern our two countries, and we are deter- 
mined to ctmtinue our efforts to remove possible sources 
of difference and thus to contribute to assure the peace o^* 
Europe. 

Anoip Hitler. 

NEvnxE Chamberlain/’ 

If was on ite basis of this document and his several con- 
ventions widi the German Chancellor that the Prime 
Idimier dedai^d that he had returned (like Lord Beacons- 



witll honour md that it w4s ** 

Itt time/* His Cabinet (with the cxcepticm of Mr. Duir 
Coop^, who resided) shared his sentiments. An hysterioll 
crowd assembled in Downing Street on the evening of 
the Prime Minister’s return from Munich. The same day 
Messrs. Dakdier and Bonnet were arriving in Paris by air 
from Munich. A large crowd assembled to greet them at 
Le Bourget aerodrome. According to one report the French 
Ministers were somewhat alarmed by this spectacle and 
supposed they were going to be lynched. On landing, 
th^ were agreeably surprised to discover that their popu- 
larity had not been impaired by the events at Munich 
notwithstanding the fact that France had been pledged to 
go to the assistance of Czechoslovakia. 

2 

- Within a very few days, if not hours, of the signature of 
the Munich Agreement, second thoughts began to prevail in 
many minds. Public opinion in the U.S.A., even though, as 
one commentator acidly said, it came from a bombproof 
pulpit,” was almost unanimous in expressing the view that 
there had been a great betrayal of Czechoslovakia and that 
the Nazi regime had won a great victory without a battle. 
Those in Great Britain who had reached the conclusion long 
before Munich,^ that the continued existence of the Nazi 
regime was incompatible with the security of democratic 
ways of life in Great Britain and France, regarded the Munich 
agreement ^as at the best a breathing space. Others, and 
perhaps these were the most numerous, whilst thankful that 
peace had been preserved, began to reahze that this emotion 
largely arose from a realization that in September 1938 
Great Britain was woefully unprepared for totalitarian war. 
It soon became public property that the anti-aircraft defences 
of London had been obsolete in character and small in 
quantity. Disquieting stories, based on authoritative in- 
femation, were in circulation about the relative strength of 
the British and German Air Forces. The state of A.R.P. 

^ See t93<5, 1957 and 1938. Volumes I to VI. 

ms 



0fif 

R4i4 at that time la Gmat Britaia waa 

sdaadal0ti$ aad the aatioa was shocked to hear that the seaior 
CiidJ Servant ia the section of the Home Office responsible 
^r Civil Defence had said at a semi-public lecture : 

“ We had no illusions about the state of unpreparedaess 
of the country to receive a sudden air attack* We are not 
prepared. We have hardly begun to prepare. We do 
not know how aU the failures that occurred during the 
crisil can be avoided next time.” 

The British Government were in an awkward position 
immediately after the signature of the Munich Agreement, 
and the only event which could have saved them from the 
dilemma in which they found themselves would have been 
immediate evidence by Herr Hitler that he intended to 
behave in the spirit and practice of genuine international 
co-operation. In short, if Herr Hitler had behaved as 
presumably Mr, Chamberlain expected, all would have 
been well and Mumch would have been both the end of the 
Nazi policy of aggression and the beginning of a new era m 
Europe. But, in the event, Herr Hitler refused to be illogical. 
He continued to be a Nazi. Within a matter of weeks it 
was evident that he had estabhshed a stranglehold on 
Czechoslovakia and that the rash promises by the British 
Government that the new frontiers of Czechoslovakia 
would be guaranteed were useless, out of date and im- 
practicable of fulfilment. 

Meanwhile, the revelations regarding the state of the 
defences of Great Britain obliged the Government to put 
in hand a programme of increased armaments and to 
appoint Sir John Anderson as Lord Privy Seal as Minister 
in charge of Home Defence. These events were seized upon 
by the Nazis as evidence of the insincerity of Great Britain, 
and Dr. Goebbels in particular now began to say openly 
chat the Czech crisis had been solved exactly as the Eiihrer 
had intended it should be settled. 

In one speech in October Dr. Goebbels said in the course 
cf zt&vksw of the events of the preceding months : “ Tension 
Increased and people out West started putting their heads 



said ‘ SomedWiig’s wrong here,* and sofiti 
(as usual) they sent negotiators* mediators and debating^ 
societies, and they did not understand that there was nO 
chance for negotiations. . . . The Fiihrer shrouded himself 
in silence, called up troops, made military preparations, and 
built fortifications. So finally, when at Nuremberg he 
stated his case clearly, everybody knew. Now the pie is 
ready . . . but he knew that he would only succeed if, 
shotdd the worst come to the worst, we would draw the 
sword. . . . The foreign papers squealed : ' Germany never 
wanted a war — ^the German people did not.’ That is not 
the right way of putting the question. We did not want a 
war, but we were ready to fight— had we not got what we 
wanted . . , we had to say ‘ by such and such a day we get 
what is ours, or wc draw the sword * that works ... in 
the end they thought they’d come to heel because they 
didn’t want bloodshed. The Four Power Conference did 
take place, and, beheve me, my friends, they did not come 
because the French and British Prime Ministers had such 
an itching to go to Munich.” 

In Czechoslovakia matters went from bad to worse. 
The Poles and the Hungarians snatched areas of territory 
from the helpless rump of the Czechoslovak state, and it 
was evident to all save the most confirmed appeasers that 
it would only be a matter of time before the Republic 
disappeared from the map of Europe, though not from the 
memories of men. 

In November 1938 a young German diplomat was 
murdered by a Jew in Pans. This was the signal for an 
outbreak of bestiality by the Nazis in Germany against the 
Jews, of so violent and foul a character, that it surpassed 
even the previous record of the monsters. It also succeeded 
in shocking the case-hardened conscience of the world 
external to Germany, and to such an extent that the American 
Government withdrew its Ambassador and protests were 
made in all parts of the world. The Nazis recognized that 
they had gone too far and the worst excesses were promptly 
chedeed. A fme of eighty million pounds was imposed on 
the Jews in Germany. 
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BdToipe Aeyw cwxe to m 'mi wn an outbutst 
tom Rmmf. IV^fiavc pointed out elseisvtee in this volume 
to tojueney witfa which Italy seems destined to feature as 
a poor and unsatisfied relation ** when international shares 
outs arc taking place. It was clear that Munich had brought 
Italy nothing tangible except that Signor Mussolini was able 
to pose as the man who saved the peace. Accordingly, the 
Italian Dictator, impressed perhaps by the apparent pusil- 
lanimity and weakness of France and Great Britain, suddenly 
allowed a violent pcmular demonstration to take place in the 
Italian Chamber of Deputies and Press in favour of the 
c^on to Italy by France of Tunis, Conica and Nice. Its 
effect was to stimulate the economic and political renaissance 
which was already under way in France, as a reaction from 
the humiliation of Munich. 

In November 1938 M. Paul Reynaud, one of the most 
able of the French Ministers who had been strongly opposed 
to the Munich policy, was appointed Minister of Finance 
and immediately grappled with the French economic 
situation with a vigour which earned him praise even from 
the Socialists and economists. He warned his countrymen in 
a series of vigorous broadcasts that an increase both in 
working houn and of taxation, combined with a reduction 
in public expenditure, were measures essential to the defence 
of France and her institutions in a world full of grave menace 
to freedom and liberty. 

As so often before in her history, France delighted her 
fidends and disappointed her enemies by the rapidity with 
which she began to stage a recovery in all aspects of her 
national life. 

Early in to New Year (1939) M. Daladier, the Prime 
Minister of France, paid a visit to the French possessions in 
North Africa and took advant^e of the occasion in order 
to answer very firmly the Italian demands on France. At 
this time both the French and British Governments were of 
to opinion that business could be done with Signor 
M^oiini in the direction of weakening his attachment to 
to Itome-Berlin axis. This view was held rather more 
strougly in No. 10 Downing Street than on to Quai 
888 ' 



Hje Btittsfa GovT^ment in the niMdle tji 
November 1^38 had ratified the long suspended Angl^ 
Italian Agreement and thereby officially recognized Afe 
conquest of Ethiopia. On December 22nd, 1938, the 
Italians had denounced the Italo-French Agreement pf 1935 
and put about suggestions that Ae British should act as 
mcAators in the French-Italian question, when Ac BriAh 
Prime Minister and Foreign Secretaiy (Lord Halifax) came 
to Rome on a visit which had been foreshadowed for some 
time. M. Bonnet, on December 28th, informed the BriAh 
Ambassador in Paris that the French Government dis- 
approved of such meAatory notions. They may have been 
thinking of Lord Runciman’s efforts in Czechoslovakia. 

It was on January iith, 1939, that Mr. Chamberlain and 
Lord Halifax arrived in Rome for their Ascussions with Ac 
Duce. They also paid a visit to His Holiness the Pope and, 
if information received by Ac author of this book is correct, 
Pope Pius XI profounAy impressed his Astinguished visitors 
by the emphasis which he laid durmg the auAence upon 
the duty of the British Commonwealth to stand firm for 
the decencies m international life. 

The MussoHni-Chamberlam conversations appear to have 
been sterile, and confirmed the view of those who held that 
Ac presence of German troops on the Brenner Pass made 
it unhkely that Signor Mussohm would be able at that time 
to adopt an independent policy even were he willing to do 
so. Nor can it be said that Ae visit and its colourless results 
much heartened those Government supporters who hoped 
Aat Ae British Prime Minister might be justified in his 
beKcf Aat co-operation wiA Ae Dictators was possible on 
Ac basis of mutual confidence. 

During Ae early spring of 1939 Ae Bntish Government 
oscillated on ciAer side of its dilemma. On Ac one hand, 
it held fast to what became known as Ae policy of appease- 
ment and peace in our time.” It stA had to be put about 
that Munich had been a great stroke and Ae beginning of 
a new chapter in the story of post-war Europe. On Ac 
other hand, Ac lack of any response firom Berlin or Rome 
could not be ignored, and so re-armament and defence 
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had to be pressed on. In February both the 
British Priiiie Minister and Lord Halifax made speeches in 
which the Dictators were warned that there were limits 
to Great Britain’s patience and that Great Britain would 
certainly stand by France in the event of war, 

3 

The crisis which began on March loth was in a sense a 
continuation of that of September 1938 which some people 
supposed had been settled by the Munich agreement. 
During the period October 1938 to March 1939 the Gennan 
Government had made it clear to the Government 111 Prague 
that it was expected to behave in a manner acceptable to 
Berlin. The Central Czechoslovak Government did its 
best to achieve the impossible, but soon discovered that a 
separatist movement fostered from the outside was taking 
place in Slovakia. On March loth Dr. Hacha, the President 
of the Federation, having evidence that Mgr. Tiso (Premier 
of Slovakia) intended to proclaim the independence of that 
State, dismissed the Slovak Cabinet, placed Mgr. Tiso under 
arrest and disbanded the Hlinka guards, an anti-Semitic, 
quasi-Nazi organization. Mgr. Tiso appealed to Hitler, who 
summoned him from prison. He reached Berlin on March 
rjth. Herr Hitler “ recommended ” Dr. Hacha to summon 
the Slovak Diet, which met on the 14th March and pro- 
claimed the independence of Slovakia. On the same day 
President Hacha flew to Berlin to oflFer any concessions to 
Herr Hitler which would save the Czechs from a mihtary 
occupation, fierr Hitler was implacable, and the unfortunate 
and helpless Czech was told that if he did not place the fate 
of his country unreservedly in Herr Hitler’s hands, Prague 
would be bombed to pieces. Dr. Hacha accepted the 
inevitable, and indeed German troops were already on the 
move into Czech territory. Herr Hitler issued a brief 
proclamation stating that “ Czechoslovakia had ceased to 
exist.” On the 15th Mr. Chamberlain speaking in the 
House of Commons declared that these events were not in 
aecofdance with the spirit of Munich, By March i6th 
%0 



Herr Hitler was in Prague, and Bohemia and Moravia wei?e 
declared a German Protectorate. The Fiilirer stated chat 
history showed that the German people by their greatness^ 
and qualities were alone fitted to “ re-establish the basis of 
a reasonable Central European order,” and that he had 
intervened decisively “ in accordance with the principle of 
self-preservation.” It was also announced that the Fiifarer 
had taken Slovakia under his protection, thereby breaking 
the pledge he had given approximately forty-eight hours 
previously. Whilst these events were taking place Hun- 
garian troops had invaded Carpatho-Ukraine (the eastern 
extremity of the Czechoslovak-Ruthenian Federation) 
and by March 20th this territory was under Hungarian 
control. Meanwhile on the 17th March, the British Prime 
Minister, Mr. Neville Chamberlain, had made an historic 
speech at Birmingham. After defending British policy at 
Munich on the ground that it was necessary to give Herr 
Hitler a chance of proving his desire to work with the 
democracies for peace, the Prime Minister condemned 
unsparingly the German acts of aggression m Central 
Europe, which he said had shattered confidence. He 
reviewed the solemn pledges given to him verbally and in 
writing by Herr Hitler, and showed how they had been 
violated, and asked, “What reliance can be placed upon any 
other assurances that came from the same source ? ” He also 
asked whether the attack on Czechoslovakia was but a 
prelude to further assaults on small States, and concluded 
“ while I am not prepared to engage this country by new 
unspecified commitments operating under conditions which 
cannot now be foreseen, yet no greater mistake could be 
made than to suppose that, because it beUeves war to be a 
senseless and cruel thing, this nation has so lost its fibre that 
it will not take part to the utmost of its power in resisting 
such a challenge (an attempt to dominate the world by 
force) if it were ever made.” 

On the same day it was learned that the projected visit of 
the President of the Board of Trade to Berhn had been 
abandoned, and that the British Ambassador to Germany 
had been recalled to report. Prior to his departure Sir 
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Mmie iHteidarscm. ppescnted a stron^y worded Note of 
protoit to the Gorman Government, and a similar Note was 
' presented by the ircnch Ambassador, These Notes having 
been rgeam by the German Government as having no 
ptditkal, juridical or moral basis,” Sir Nevile Henderson 
for I/ondon and the French Ambassador for Pans. 

Earlier on the same eventful Friday (March 17th) the 
State Department in Washington, with the knowledge and 
approval of President Roosevelt, issued a statement of which 
the following are some extracts. “ The Government of the 
U,S.A. has on frequent occasions stated its conviction that 
only through international support of a programihe of 
order based upon law can world peace be assured. This 
Government, founded upon and dedicated to the prmciples 
of human liberty and of democracy, cannot refirain from 
making known this country s condemnation of the acts 
which have restdted in the temporary extinguishment of a 
fiee and independent people. ... It is manifest that acts of 
wanton lawl^sness and of arbitrary force are threatening 
world peace and the very structure of modem civilization.” 

There followed one of those “ cnsis ” week-ends which, 
unfortunately, had been a feature of the last three years. 

The Prime Minister, having received in Birmingham 
disquieting reports from Rumania, returned to London, 
and a meeting of the Cabinet was summoned for Saturday 
afternoon (March i8th), a sufficiently unusual event to 
indicate the gravity of the situation. On Sunday the Russian 
Government presented a strong note of protest to the 
German Ambassador in Moscow refusing to recognize “ the 
inclusion of the Czech Provinces and Slovakia withm the 
German Reith as Icgirimate ” and stigmatizing the German 
actions as “ arbitrary, violent and aggressive.” On the same 
day the French Clumber and Senate granted M, Daladier 
special powers to take all measures needed for the defence 
of France. In appeahng for these powers the French Prime 
Minister spoke of fra^e being ” in the last ditch ” and 
docked ‘‘ we will hold it to the last man.” 

A word as to the German reaction to these events. 

Mc^ C^banfoerlain's speech was not reported in the German 
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was iieardl by many German wireless listeticrs* The Germate 
Ambassador to London was recalled on Sunday 19th* Herr 
Hitler after his ** triumph ” in Prague, proceeded via Brno 
to ¥ienna and thence to Berlin, where he arrived on the 
night of the 19th March and was acclaimed as a conqueror. 
The German Press, it is hardly necessary to add, opened up 
a virulent attack on Mr. Chamberlain, and a statement such 
as ** Great Britain has declared herself the enemy of German 
existence” {National Zeitung — Marshal Goering’s paper) 
was typical. 

In It^y it was evident that the German action was viewed 
with mixed feelings, though comment was cautious pending 
the moment when Italy’s claims might be advanced. 

To return to Britain. It became clear that rumours with 
regard to the presentation of an economic ultimamm to 
Rumania were due to a misunderstanding, although Rumania 
had cause to regard the developments in Central Europe 
with the gravest misgivings, and had strongly reinforced 
her frontier guards in case of an emergency. It was also 
learned that in the course of the consultations with foreign 
governments wliich had taken place over the week-end, 
Russia had suggested that a conference among interested 
Powers should be held somewhere in South-Eastern Europe, 
a suggestion which the British Government undertook to 
consider but soon rejected as “ premature.” 

On Monday night Lord Hahfax, the Foreign Secretary, 
reviewed the situation in the House of Lords. After dealing 
with the course of events the previous week, Lord Halifax 
said that the German Government had been formally notified 
that the British Government ” cannot but regard the events 
of the last few days as a complete repudiation of the Munich 
agreement.” After pointing out that Herr Hitler, by 
including eight million Czechs under German rule, had 
repudiated his former principles — i.e. the union of Germans, 
and the exclusion of non-Germans from the Reich — ^Lord 
Halifax asked, “ Are we to believe that German policy has 
thus entered upon a new phase? Is German policy any 
longer to be limited to the consolidation of territory pre- 
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dominandiy inhabited by pmons Germati racc> Or .fe 
the CJemiaix policy now to be directed towards doinimtion 
oyer iK>ii45ermaii peoples ? 

The speech concluded with a passage in which Lord 
Halifiix pointed out that ever since the war there had been 
a conflict of philosophy ’* between those who beheved in 
collective security backed if possible by “ the sanction of 
collective force,” and those who, holding that such a system 
involved “ dangerously indefinite commitments quite dis- 
proportionate to the real security that these commitments 
give,” preferred not to commit themselves ” to intervene 
in conflicts unless they themselves were directly attacked.” 
He then went on to say that “ If and when it became plain 
to states that there is no apparent guarantee against suc- 
cessive attacks directed in turn on all who may seem to stand 
in the way of ambitious schemes of domination, then . , . 
there is hKcly to be found very much greater readiness to 
consider whether the acceptance of wider mutual obligations 
in dbc cause of mutual support is not dictated by the neces- 
dties of self-defence,” 

The German Press excelled itself m the bitterness of its 
comment on Lord Halifax’s speech : It is not,” wrote the 
Berliner Boersenzeitunq, ” disgust with the fate of the Czechs, 
but brutal power poUcy which rises from the craters of 
British hypocrisy.” The Lokal Anzeiger wrote, “ Bolshevism 
finds its way back into Europe via England after it has been 
extinguished in Spain and Czechoslovakia.” 

Here for the time being we must leave the story of the 
dismemberment of Czechoslovakia. The disappearance 
of the Czecii state from the maps of Europe is an eclipse 
from which the Czechs arc certain to emerge. 



CHAPTER XXXVm 


WAR 

1 

^"^HE disappearance from the list of sovereign States of 
A what had been left of Czechoslovakia after Munich 
was the last straw which broke the back of the sagging 
camel of “ appeasement.” Without a moment’s delay the 
British and French Governments, with the British in the 
lead, set to work to create an anti-aggression front. 

Before we consider these suggestions, we must go back 
a little in point of time in order to mention events in three 
other parts of the world, Le, Spain, the Far East and the 
Middle East. In the previous edition of this book we left 
the tragic story of the civil war in Spain at a point where 
in the early part of 1938 General Franco, supported by 
Germany and Italy, was slowly but surely pressing the 
Republic forces back into Catalonia. The Republicans — 
for reasons which we can only surmise at the present time 
(October 1939) — were by then receiving little, if any, 
assistance from Russia and such aid as they obtained from 
France was sporadic and unofficial in character. Though 
they fought with desperate bravery the Republicans were 
gradually overwhelmed by superior material until at length 
they made their last stand in December 1938 in the area 
round Barcelona. This city fell on January 26th, I939» aud 
Franco was master of Spain, even though Madrid, whose 
determination and heroic resistance will go down to pos^ 
tcrity as one of the great sieges of history, managed to hold 
out till March 28th. 

We shall here conclude this note on events in Spain by 
remarking that between the spring of 1939 and the outbreak 
of the war against Hitlerism in the autumn of the swe 
year, the Spanish dictator was fully occupied in endeavour- 
ing to restore the ravages of months of bitter civil war, ^nd 

zv 895 



Omr O um TJtues 


c0i3iSi|po&c tlic difiercnccs wliich existed bctwem the various 
secricms such as ^halangists and Rcquetes who were his 
Siip|>orten. 

In the Far Bast, the Munich Agreement was followed by 
intensified Japanese action in the war with China. Canton 
fell on October 21st and Hankow on the 25th. On De- 
cember 22nd Prince Konoe outlined the Japanese peace 
conditions, as follows: i. China must recognize Man- 
chukuo. 2. She must join the anti-Comintem Pact. 

3. Japanese troops must remain in China for the duration 
of the agreement as an anti-Communist measure/^ 

4. Japanese subjects were to have freedom of residence and 
trade in the interior of China. The Chinese Government 
rgccted these terms on December 24th, while an attempt 
by Mr, Wang Ching-Wei to negotiate a separate peace 
failed. A Note from the U.S. on January ist expressed the 
opinion of all the Western democracies in its denial that 
Japan had the right arbitrarily to revise conditions in the 
Far East, and a British Note on the I4rh underlining the 
American statement was followed by a statement by Lord 
Plymouth that British pohey in the Far East was still based 
on the Nine-Power Treaty. 

During the spring Japan occupied Hainan, annexed the 
Spratley Islands, and captured Waning. The Chinese 
counter-attacked valiantly round Canton, but their efforts 
had litde efiect, and in May the capital was subjected to a 
scries of terrible air raids, involving thousands of casualties. 
In the meantime, events had brought the Japanese into 
conflict with other Powers than China. Heavy fighting 
with the Red Army took place on the Manchukuoan 
firontier, in which both sides claimed the victory. On June 
14th the Japanese began a blockade of die Bntish and 
freneb Concessions in Tientsin, and a poHcy of studied 
insult towards British nationals. The ostensible reason was 
the refusal of the British Consul-General to hand over to a 
Japanese controlled court four Chinese accused of the 
mtirder of a Chinese puppet ” official. The underlying 
Motive was revealed by a Fordgn Office statement in Tokyo 
vidiidh declared that British co-operation was needed for tiic 
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mtinteaEiancc of law aad order in Cliina. ^Altcr a s^ong 
speech by the Prime Minister at CardiiF and reinforcement 
of the troops at Tientsin, the Japanese agreed, on June aSth, 
to negotiate, and convenations began in Tokyo. Agree- 
ment was reached on July 22nd in a formula by which the 
British acknowledged that the Japanese forces in China had 
special requirements to maintain public order in the areas 
under their control. This agreement, which appeared to 
accord belligerent rights to Japan, was unfavourably 
received in U.S., whose nationals had also been the object 
of Japanese insults, and on July 27th the Administration gave 
notice of the abrogation of die 1911 Treaty of Commerce 
with Japan. 

On August nth the British Government announced its 
intention to surrender the four prisoners at Tientsin, and 
despite attempts by legal action in England to save them, 
this has since been done. 

Such was the situation when the signature of the German- 
Russian Pact dumbfounded the Japanese Cabinet. 

It appeared from the reactions in the Japanese Press 
and the fact that the Cabinet resigned on the grounds that 
when a policy has failed completely the persons responsible 
should retire, that the Japanese had really beheved that the 
anti-Comintern Pact was what it professed to be. 

The sudden discovery of what appeared in Tokyo to be 
German-Russian duplicity of the basest kind produced an 
immediate change in the Japanese attitude towards Great 
Britain in the Far East. The new Japanese policy can be 
summed up as being one of concentration on the Japanese- 
Chinese conflict and strict neutrahty in the quarrels of the 
European Powers. 

This was a welcome development from the point of view 
of the British Government, who were concerned at the 
possibility of a hostile Japan coinciding with a conflict in 
Europe which in August 1939 seemed to be growing more 
and more probable. 

Finally, a note is required about developments in Palestine. 

On November 9th, 1938, the Government announced in 
a Statement of Policy that they would not proceed with the 
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and arranged instead a Cotifoenee at 
St. Jfatnes’s for Jfebtnary yth, to be attended by Jewish and 
Arab delegates. Agreement could not be reached between 
the warring factiems, however, and as a result the Govern- 
ment hud down its own policy in a White Paper on May 
ryth. This promised that Palestine should become self- 
governing within ten years ; in the meantime, by restricting 
Jewish immigration, it kept the Jews in the minority. 
Parliament endorsed the policy on May 23 rd by a majority 
of 89, but the settlement pleased neither Jew nor Arab. 

On August i6th, Dr. Weizmann, opening the Zionist 
Congress at Geneva, deplored the Government’s policy. 
On August 17th the Permanent Mandates Commission of 
the League of Nations unanimously found that the new 
proposals could not be reconciled with the League’s inter- 
pretation of the Mandate. The British Government at 
once issued a statement taking issue with the Com- 
mission’s findings, and the matter was adjourned until the 
meeting of the League Council in September. 

The outbreak of the war between Gennany and Great 
Britain stilled the controversy in Palestine. Both Jew and 
Arab declared their antagonism to Nazism. 

We are now in a position to return to the question of the 
and-aggression front, or rather the negotiations through 
and by which the Western democracies endeavoured to 
create such a front. 

2 

The attempt to create a peace front was a very sudden 
decision on the part of His Majesty’s Government. 
Although President Hacha of Czechoslovakia had gone 
through his all-night ordeal in Berlin during the I4th-I5th 
March, the Prime Minister made a sutement on the after- 
noon of the 15th in which there occurred the following 
passages : 

“ I am bound to say that I cannot believe that anything 
of the kind which has now taken place was contemplated 
by of the signatories to the Munich Agreement at the 
rimem its signature.’* 



*‘It i$ matiijral, ihfiirfote/* ht cotiduded Ms spasA, 
that I should bitterly regret what has now occurred. But 
do not let us on that account be deflected from our course., 
. . . The aim of this Government is now, as it has always 
been, to promote that desire (for peace) and to substitute 
the method of discussion for that of force in the settlement 
of dificrences. Though we may have to suiFcr checks and 
disappointments from time to time, the object that we 
have in mind is of too great significance to the happiness 
of mankind for us lightly to give it up or set it on one side.” 

But two days later, on the 17th, at Birmingham, in the 
speech to which reference has already been made (sec 
p. 891), Mr. Chamberlain intimated that British Foreign 
Policy would have to be reviewed. Appeasement was dead 
as long as Nazis ruled Germany. 

It was on March 3 ist that the momentous aimouncement 
was made that France and Great Britain had decided to 
guarantee Polish independence, and that if Poland became 
engaged in war in defence of her vital interests the two 
guarantors would go to her assistance with all the means at 
their disposal. 

It at once became apparent to anyone who gave serious 
thought to these matters that this was a fundamental and 
far-rcaching decision. Great Britain was now committed 
to collective security in Eastern Europe, and it also became 
obvious that it would be quite impossible to honour these 
obligations unless the Soviet Union was a member of the 
non-aggression front. This seemed feasible since as early as 
March 20th M. Maisky, the Russian Ambassador in London, 
was instructed to suggest to Lord Halifax the summoning 
of a conference to be held in South-Eastern Europe to 
consider the whole suggestion. As already recorded, the 
British Government regarded this as premature, wMlst the 
Poles (on March 24th) objected to a British suggestion that 
France, Poland and Russia should consider the publication 
of a joint declaration against aggression. . 

However, on April 13th, the British and French Govem- 
ments extended their guarantee of independence to Greece 
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aad feimaiiisu IHbif action was no donbr hastened by the 
&ct that important developments took place in the Berlin- 
Rome axis. There were staff talks between the German and 
jilahan staffs on April 5th, and on the 7th the Italians suddenly 
invaded and sehced Albania and drove King Zog and his 
Queen from the country. There was considerable criticism 
in Great Britain of the fact that whilst this aggressive act 
was in preparation, the British Fleet in the Mediterranean 
was scattered on a scries of courtesy visits, some units being 
in Italian ports. 

On April 13 th President Roosevelt issued a message to 
Hitler and Mussolini inviting them to declare their non- 
agg^essivc intentions to a list of some thirty states. The same 
request was addressed to London and Paris. The democracies 
immediately gave the required assurances, but the President’s 
message was side-tracked in Berlin and Rome. 

Meanwhile, the negotiations for the inclusion of Russia 
in the Peace Front had begun their long and tortuous 
existence. 

We are too close to those events to express any useful 
opinion as to the reasons why the Anglo-French-Russian 
negotiations failed. Years may elapse before wc shall know 
whether the democracies, by any more vigorous method of 
negotiation, such as that of sending the Secretary of State 
for Foreign Affairs to Moscow, could have produced positive 
results, or whether the Russians were simply playing for 
time pending the development of the crisis. This much, 
however, can be said, and that is that the task of the Western 
negotiators was not made easier by the Russian insistence 
on the right to exercise far-rcadung powers in the Baltic 
States, and by the reluctance of Poland to enter whole- 
heartedly into any defensive arrangement with Russia. At 
the end of April the British Government was compeUed 
to recogniax the gravity of the situation and the extent of 
its overseas commitments, and introduced a compulsory 
military service bill, notwithstanding its pledges never to 
do so in peace time. 

The Labour Party protested half-heartedly* They were 
in a dskmma* For internal political reasons they felt obliged 
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to ojpposc con$aiption* but their common sense told thcil^ 
that if the Government they had never trusted now really 
meant to stand up against aggression, it could not be deniea 
the forces needed for this. 

We must now consider the reactions in Germany to these 
changes in Anglo-French policy. They may be summarized 
as consisting of a well-organized howl of protest based on 
the word “ encirclement.’^ 

On April ist Hitler said at Wilhelmshavcn : ‘*Wc are 
re-arming but do not dream of attacking other nations, 
providing they leave us alone. The German Reich is not 
going to put up in the long run with a policy of intimidation 
or even of ‘ encirclement.’ ” In connection with the 
British-Russian negotiations, the Fiihrer said that he had 
always maintained that Bolshevism and democracy are 
only two forms of the same thing.” From this time onwards 
the German Press and Radio night and day proclaimed that 
Germany was being encircled. 

There was this element of truth in the assertion, that if 
Germany intended to be aggressive she was being encircled, 
but the German Ministry of Propaganda told the story in 
somewhat different form. According to Dr. Gocbbels, the 
object of Great Britain and France was to destroy the 
German people. The author of this book, being in Berlin 
about this time after a visit to Poland, was much impressed 
and concerned by the conviction which this argument 
seemed to be achieving in German minds. He therefore 
determined on his own account to take such steps as might 
be possible to put another point of view before a selection 
of the German people. He decided to send about 10,000 
News-Letters in German each week to a number of middle^ 
class Germans. In these letters a British point of view was 
expressed. The German Government chose to assume that 
these letters were inspired, financed and composed by the 
British Government, and said so. The German Minister of 
Propaganda issued a long personal reply which he directed 
should be reproduced in the whole German Press. This 
gratuitous advertisement not only excited the curiosity of 
hundreds of thousands of Germans, but also caused the ^air 
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to tlipa fetters both m his fiiidi iiote ii^ re^y to ^ 
Siritish tfltimatitni and in a speech he made on his tfwtrf 
into Danzig during the war. It may be of suificknt historical 
intetest to rccotd the fact that the German assumption that 
tite King-Hall letten were officially inspired or financed 
was absolutely incorrect in every respect. 

The Nazi complaint that Germany was being encircled 
had the convenient result that it provided the public 
in Germany with a reasonable explanation of the rape 
of Czechoslovakia* That event had seriously lowerm 
the prestige of the r^ime, for it was in direct contradiction 
to Hofr Hidcr^s intention " to bring all Germans home to 
the Reich.*’ The Czechs were Slavs* and many an honest 
German found it hard to explain to himself and others what 
die Gestapo was doing in Prague. 

It could now be explained to the faithful that in annexing 
Czechoslovakia the Fiihrer had shown his foresight by 
“ breaking out of the iron ring which was being forged 
round Germany.** 

Subsequent events were to show that one of the chief 
reasons for the annexation was in order to provide Germany 
with a jumping-off place for an attack on Poland’s southern 
flank. 

fodeed, it was the news that in July 1939 large German 
forces were concentrating in Slovakia which first began to 
make many people think that an attack on Poland by 
Germany was fixed for the autumn as soon as the Nazis had 
gadiered in the harvest. 


The relatfons between Germany and Poland during 
the post-*W9r years, with particular reference to the 
matter of Danzig and the Corridor, have already been 
dbteribed in early chapters of this book. 

We have also described (p. 712) the conclusion with 
M^iishal Pilsudski of the German-Polish Non-^Aggression 
of January I934» which was to last for ten years. 

a^CT the Munkh Agreement, Poland sought to 
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Iblisb-Soviet Non-Aggression Paa of July 2sth, 193a, 
which had been prolonged until December 31st, 1945, 

On February nth, 1939, in his address to the Reichstag, 
Hitler referred in general terms to the satisfactory character 
of the relations between Poland and the Reich. 

An official statement issued at the time of von Ribbcn- 
trop’s visit to Warsaw at the end of January said that the 
results of his visit — 

“show once again that collaboration between Poland 
and the Reich ... has not only contributed towards the 
continual developing of Pohsh-Gcrman relations, btit 
has become in the new situation a valuable contribution 
towards present appeasement in Europe.'* 

But following the dismemberment of Czechoslovakia 
and the seizure of Memel on March 21st, it became in- 
creasingly evident that Poland was likely to become the 
next centre of Nazi attentions. 

On March 23rd, following reports of an Eastward move- 
ment of German troops and a press campaign similar to 
that waged agamst Czechoslovakia in the summer of 1938, 
the Poles began a partial mobiUzation. 

As already mentioned, it was on March 31st, after con- 
sultations with the French Government, that the Prime 
Minister announced in the House of Commons that Britain 
and France had guaranteed the independence of Poland. 

Throughout April there were numerous reports of in- 
creasing disorder in Danzig, and frequent clashes between 
the Poles and the Nazis. On April 28th Hitler addressed 
the Reichstag, and related the terms which he said had been 
presented to Poland “ some months ago.’* (Whether these 
terms were communicated to Colonel Beck on his visit to 
Berchtesgaden on January 5th, or whether they were 
presented, as stated in the German Note to Poland of April 
28th, “ at the end of March,” is uncertain.) The demands, 
according to Hitler, were as follows : 

I, Danzig returns as a Free State into the framework of 
the Reich. 
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z, Germany td receive a ronre tfatongh the Corridor md 
a raUmy line at her disposal possessing the «ame 
extratcmtorial status for Germany as the Corridor 
itself has for Poland, 

In turn, Germany was prepared to : 

I. Recognize all Polish economic rights in Danzig. 

3 . Ensure for Poland a free harbour in Danzig. 

3. Accept at the same time the present boundaries between 

Germany and Poland and to regard them as ultimate. 

4. Conclude a twenty-five year non-aggression treaty 

with Poland. 

5. Guarantee jointly with Poland and Hungary the inde- 

pendence of the Slovak State. 

Hitler went on to state that Poland had rejected this offer 
(this, in fiict, happened on March 26th), and had said that she 
Was prepared to negotiate only on the following : 

1. The question of a substitute for Dr. Burckhardt, a 

Swiss, who was League High Commissioner for 
Danzig. 

2. Facilities for the transit of tralFic through the Corndor. 

Hitler also referred to the British and French Guarantee 
of March 31st, which he declared was contrary to the 
Agreement he had made with Marshal Pilsud^i. He 
therefore considered the Agreement to have been uni- 
laterally infiinged by Poland, and so no longer existent. 

Colonel Beck answered this speech by one to the Seym 
on May 5th. He said that the concessions seemed to him 
to be one^-sided, and queried their ultimate motive, “ having 
in view the ejmcrience of recent times/’ If he could be sure 
of the peaccml intentions and actions of the German 
Government, he was prepared to negotiate a settlement 
He also referred to his recent visit to London (April 3rd-8th) 
and to the Polisfc-British understanding. Wim regard to 
this, he said: 

** iFhe Reich Government, as is apparent from the text 
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of* Ae German Memorandum, made its decision (i>. to 
abrogate Ae Non-Aggression Pact) on the ground of 
press reports wiAout consulting the views of either Ae 
British or the Polish Governments as to the character of 
the agreement concluded. It was not Afficult to do so, 
for I expressed myself, immeAately on my return from 
London, as ready to receive Ae Ambassador of the Reich, 
who Ad not, however, avail himself of Ae opportunity 
until to-day.” 

Throughout the ensuing months mAtary preparations in 
the Free City became intensified, and the relations between 
the Poles and Ae Nazis more AfFicult, particularly between 
Ac Customs officials of the two States. On May 28th Dr. 
Burckhardt returned to Danzig after an absence of nearly 
six months, and discussed Ae situation wiA Ae Polish 
Commissioner and with Herr Forster, who had just returned 
from a visit to Hitler at Berchtesgaden. During this visit 
von Ribbentrop and Count Ciano had been in Berlin for 
the signing of the Italo-German Treaty. 

On June 13th an economic mission, headed by Colonel 
Koc, left for London, and on July 25th it was announced 
that export creAts for million had been granted, but 
that Ae question of a cash loati had been deferred. The 
negotiations had been long and thorny, and Ae Poles felt 
rebuffed by the British refusal to grant immeAate aid in 
cash. 

On July 1st Colonel Beck informed the British and FrenA 
Governments that an attempt was being made in Danzig 
to provoke the Poles into a rash action. He was informed 
by the French that M. Bomiet had received the German 
Ambassador to convey to him France’s determination to fulfil 
her pledges to Poland, and that M. Bomict had also received 
the Ambassadors of Poland, Great Britain and Holland to 
convey a similar assurance to them. 

The British reply to Aese movements was given in a 
statement by the Prime Minister in Ae House on July loA, 
when he reviewed Ae whole situation in Danzig and referred 
to Ae wider issues involved. He stated that racially Danzig 

* 905 



Our OuW “nm 

w» alokost wiicSf a Gennan dcyv aad d»t since tihe lut- 
tniiuitruion was in Nazi hands, mere could be no tpesdon 
^ any oppression of the German population in the Free 
City. 

He stiggcsred that the matter was still one for discussion 
and arbitration. 

“While the present settlement is neither basically 
unjust nor illogical, it may be capable of improvement. 
It may be that in a clearer atmosphere possible improve- 
ments could be discussed. . . 

He emphasuGed that it was freely stated in Germany that the 
Polish refusal to discuss Germany’s offer was the result of 
the British guarantee to Poland, which encouraged the 
Polish Government to take this action, whereas the guarantee 
was not given until March 31st, Le, after the event. 

At the same time he restated Britain’s firm resolve to 
carry out the undertaking to Poland in the event of Polish 
national existence and independence being threatened. 

The statement was interpreted in Berlin as “ giving a 
blank cheque to Poland ’* in that it was left to the Poles to 
decide at what point they felt their independence to be 
threatened. German opinion alleged that the prospect of 
fimitfiil negotiation was more remote than ever. 

On July 20th Marshal Smigly-Rydz, in an interview, 
proclaimed Poland’s determination to fight for Danzig, 
even if she had to face Germany alone. 

On August 6th Herr Forster was summoned to an 
interview with the Fiihrer at Berchtesgaden, and was 
followed on August nth by Dr. Burckhardt, who inter- 
viewed Hitler at Salzburg, where von Ribbentrop and 
Count Ciano were also in conference. On August 15th the 
report of Dr. Burckhardt’s mission was circulated to four 
Governments. Nothing has as yet been published on the 
nature of these communications, but they no doubt had their 
influence on the statement made by the Prime Minister to 
dhe special session of Parliament on August 24th. In the 
of this he said that the Customs dispute between the 
Seriate and the Polish Government, on which pit^^ 



Itniimijy discussions had actually begun, could easily hai^ 
been settled under less tense conditions. But he poinml 
out that meanwhile the German Press had begun a violent 
campaign against the Polish Government, linking up the 
question of Danzig with that of the Corridor, and attacking 
the whole policy of the Polish Government, including that 
towards the German minority in Poland. Moreover, 
r^orts had reached the British Government of movements 
of German troops towards the Polish frontier. Into this 
situation had been flung the “ bombshell ” of the German- 
Russian negotiations for a non-aggression pact. 

This agreement completely upset the strategic plans of 
the Peace Front by making it practically impossible for 
mihtary help to be brought to Poland in the event of German 
aggression, although to those mindful of M. Molotov’s 
warning words on March 31st, it did not come with the 
complete surprise with which it took many people in Great 
Britain. The latter had nevertheless much excuse for 
astonishment. For years Hitler and the Nazi leaden in 
general had vilified the Soviet regime and declared that the 
menace of the monsters in the Kremlin was one of the 
principal and most holy reasons for the existence of the Nazi 
regime, and that to have any contact with Moscow was to 
touch pitch. On September 12th, 1938, Hitler declared: 

“ We are confronted by a united front from the Bol- 
sheviks down to the Democrats. To-day we see inter- 
national world Democrats work hand in hand with 
Moscow. This insincerity is disgusting.” 

It will be remembered that we have already noted that 
as late as April ist, 1939, he could state that the British 
approaches to the Soviet tended to bear out what he had 
always said : 

“ that Bolshevism and Democracy are only two forms of 
the same thing.” 

Now, vrith startling suddenness, von Ribbentrop flew to 
Moscow, where for weary weeks the British arid French 
n^oriators had wrestled vrith M. Molotov. The negori%T 
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tfeMf took pkce tMjdcr the noses of th^ Frendi and Briddb 
Military Missions, and on August 24t3i Ribbentrop returned 
to Berlin with the Non-Aggression Pact in his pocket. 

in an exchange of letters on August 26th-27th between 
Hitler and M. DaJadier, the former stated that Poland had 
rgected all his previous proposals and, backed by the 
promise of Briti^ and Freuch suj^port, had put forward 
demands which would constitute “ ridiculous madness ” if 
they were not so dangerous. He said that he could see no 
way of persuading Poland, sheltering under its guarantees, 
to accept a peace&l solution. 

The immediate reaction to the German-Russian Pact was 
the delivery on August 23 rd, by Sir Nevile Henderson, of a 
message to Hitler reiterating the British Government’s 
pledge to Poland. During the critical week-end of August 
26di-27th, Hitler and Mussolini were in frequent telephonic 
communication. The King of Italy, replying to an appeal 
from President Roosevelt on August 24th, said that Italy 
had done and was doing everything possible to bring about 
peace with justice. An Italian official statement on September 
4th later revealed that on August 31st the Ducc had sug- 
gested an international Conference to be held on September 
5th to discuss revision of the Treaty of Versailles. The 
replies to this appeal did not reach Rome until after the 
invasion of Poland, and a further suggestion for an armistice 
was made conditional on the withdrawal of German troops 
from Poland, to which Hitler could not agree. In the 
meantime, in his speech to the special meeting of the Reichs- 
tag on September 1st, Hitler had thanked the Ducc for his 
diplomatic and political aid, but said that he did not need 
his help in die coming struggle. On the same day Italy 
declared her neutrahty. We have already mentioned an 

S J by President Roosevelt to Italy. Wc must also note 
appeals sent to Hider on August 25th and 26th, to 
which there were no replies, and to President Mosdeki 
cm At^ust isth, in reply to which the Polish President 
ett|dlS»dzed his adherence to the principle of direct negotia- 
ti«m. A further offer to mediate in the dispute was made 
by die King of the Bdgkns jointly with the Queen of 



Hdybiid on August 29th, while the Pope broadcast appie^d^ 
for peace on August 19th and 23rd. 

We must now examine in some detail the negotiations of 
the last fatal days. On Monday, August 28th, the British 
Government informed Hitler that it had the assurance of 
the Polish Government that it was prepared to negotiate on 
all outstanding questions, provided that any agreement 
reached must guarantee the essential interests of Poland and 
must in turn be guaranteed by other Powers. Next day 
Hitler replied that his Government was wilUng to negotiate 
and to accept the good offices of the British Government to 
secure the dispatch to BerUn of a Polish emissary with full 
powers, who should arrive in Berlin by midnight the 
following day (August 30th). In the meantime, he said, 
the German Government would draw up proposals for a 
settlement acceptable to themselves, and if possible, place 
these at the disposal of the British Government before the 
arrival of the Polish negotiator. 

Mindful of the fate of Dr. Schuschnigg, the British Govern- 
ment advised the Poles not to comply with this request, but 
advised Sir Nevile Henderson to suggest to the Germans 
that they should adopt the normal procedure of transmitting 
the proposals to Warsaw through the Polish Ambassador. 
At the same time they rephed to Hitler urging restraint on 
botli sides while the negotiations were in progress, but 
pointing out that it would probably not be practicable for 
these to be undertaken that same day. 

That evening when Sir Nevile presented this reply, he 
asked von Bibbentrop whether the German proposals were 
ready for presentation to the Polish Ambassador, to which 
the German replied that he would never ask the Polish 
Ambassador to sec him, although he hinted that if the Pob^h 
Ambassador requested an interview that might be different. 
At the same meeting, von Ribbentrop rapidly read out to 
Sir Nevile the sixteen points of the German proposals, 
refusing to supply a copy of them on the grounds that as 
the Polish emissary had not arrived by the stated time, it 
was too late to discuss them. 

On the following evening, August 31st, the Polish 
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bM 4 filial im wWh wn Ribbmtr^ at 
wfiieli fi© i^ain caiymsed Poland’s willingness to negotiate 
on ©f ual terms. Von Ribbentrop gave no reply. 

On the same day the Poles ordered general mobilization, 
^d tile following morning at 5,30 a,m, German troops 
drossed the Polish frontier. 

We must now turn to events in the British Parliament, 
witcre, at 6,0 p,m. on the evening of September isc, the 
Prime Minister related the happenings of the past week, and 
told the House that an ultimatum had been delivered to 
Germany, stating that unless Germany withdrew her forces 
from Poland the British Government would without 
hesitation fulfil its obligations to the Poles. Opposition 
critics pointed out that Article i of the Anglo-Polish Treaty 
made Allied support immediately contingent on an act of 
aggression by a European Power. 

The House met on Saturday, September 2nd, in a mood 
of grave disquiet. A Conservative member spoke for 
members on all sides of the House when he said that the 
whole country was nervous about the delay in fulfilling the 
pledge to Poland, which had been given equally by Britain 
as by France. The Prime Minister ascribed the delay to the 
difficulties of telephonic communication with the French, 
aixd expressed his horror that there should be any suspicion 
of weakness in the attitude of either Government. He said 
tiiat he was certain that he would be able to make a statement 
of a definite character on the following day. 

When the House met on the Sunday, it was in a changed 
atmosphere. The Prime Minister had already announced 
the outbreak; of war over the radio ; it remained only for 
the House to ratify this decision. Mr, Chamberlain 
announced tiiat the British Ambassador in Berlin had been 
instructed to hand an ultimatum to Germany at 9.0 a.m. 

day, demanding the cemtion of hostilities, and giving 
miril ii.o chat day for a satisfectory reply. As no sum 
had been received, Great Britain was at war with 
Oecmany. The French Ambassador at that moment 
was making a timilar demarche in Berlin. The 
lim# liliitiaium explm at 5.0 p.m, 
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At t.o p.m. the House turned to more detailed 
after speakers of all parties had pledged their support for this 
Government in its struggle against Nazism. 

A foil report of the diplomatic story of Anglo-Garman 
relations previous to the outbreak of war will be found in 
Cmd. < 5 io 6 (1939, Price is.). It will be noticed that the 
author’s name is mentioned by Herr Mder in his last com^ 
munkation to the British Government as being a British 
agent. Nazi delusions persisted till the end. 



CHAPTER XXXIX 


CONCLUSIONS * 

'** Were we so fortunate as to be privileged never to act until the 
dittction of action was entirely clear to us in all its bearings, no 
prudent man would ask for better than to be permitted to suspend judg- 
ment upon most of the vexed issues of tins present age. As Mr. Uoyd 
Geot^e has commented ... we should then have the merit of cor- 
rectitude, if not of rectitude.” — G. E. G. Gatlin, A Preface to Action. 

1 

A CURSORY glance at the record of events which 
make up the history of Our Own Times is sufficient 
to suggest that we have been teUing the story of a transi- 
tional period. It has been an account of a great change-over ; 
the crossing of a Jordan, a time during which humanity 
has been hving in a world of which one-half was dying 
whilst the other half was struggling to be bom. 

Before we endeavour to estimate whither we are likely 
to go in the Hght of whence we have come, it is essential 
to discover the fundamental cause which has brought about 
the change-over. In seeking the answer to this question 
it will be well to look back at the story of the immediate 
past and ask ourselves what new feature is there revealed e 
It then becomes apparent that one of the most significant 
events of the last century, and possibly the chief cause of the 
crisis during Our Own Times, was the solution of the 
problem of basic wealth production. The qualifying word 
basic ” is important. The luxuries of one generation 
seem to be the necessities of the next, but the basic needs 
of a human body to-day are substantially the same as those of 
a body five thousand years ago. During Our Own Times 
it became abundantly clear to many millions of people 
chat man’s scientific achievements had made it possible tor 
him substantially to liberate his inner self, ms soul, his 
imnd from the bonds of its flesh. From the beginning of 

• Awrijor's note; This diaptcr was published with the first edition in 
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written histoty riic principal coneem of man on caarA has 
been the technical business of procuring food, shelter and 
cloAes to keep his body alive; to maintain in being that 
delicate and impermanent struaurc which is Ac indis- 
pensable link between God in Man and Man in God. The 
records show that it has been a cruel and hard task and 
that the energies of the majority of mankind and Ae fast- 
flying hours of Aeir brief lives have been expended not m 
living, but in struggling to create the means of life. Man’s 
efBciency as a “ living ’ organization has been deplorably 
low, if by “ living ” one means, as we do mean, not Ac 
material process of “ existing,” of supporting Ac ammal 
life of the body, but those lugher intellectual and creative 
activities of man which Astinguish him from the brute 
beasts, and hint Aat in some mysterious way Homo Sapiens 
is Ac carrier throughout the ages of a spark of Divinity 
which may in some yet Astant age flame up into a bright 
light illuminating the whole vast and mcomprehensiblc plan 
of Ae Universe. 

And now a great Ascovery has been made. Nature is 
conquered at last, even though, as we have seen, her con- 
querors hang back abashed and fearful from their prostrate 
victim. It is almost as if they suspected a trap. They cannot 
brine themselves to believe Aat Ae first reqmrements of 
Ac body-keeping business need no longer cause them a 
constant and anxious preoccupation; Aat leisure, to a 
hitherto ummagined extent, is theirs for Ae taking; that 
some of the time and energy liitherto spent in averting 
premature deaA can now be spared for the business of 
substantially decreasing the rate of depreciation of Ae body 
machine.^ We are timid creatures; afraid of ourselves; 
terrified of the terrible consequences of our achievements. 

Of what exactly is man afraid? He is afraid of plenty, 
of leisure, of Ac profound change involved in passmg over 
from a state of existence into a state of life. He is afraid 
because he clings to traAtions and can only accustom 

^ Tliere is no reason why men should not now begin to hammer upon the 
door of bodily immortality. I am convinced that some time between now and 
A.D. ^ooo the “ natural term of life ** will be increased perhaps to several centuries, 
by me process of replacing parts of the human body before they wear out. 
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yMlf ^ t imt of progress wMcli cm be aUed evbkdctoA 
To bortow and distort an cxpresskm of the Webte, he 
for the ** gradualness of inevitability ! In order to 
unaerstand more precisely what it is ot which men arc 
afraid at the present time wc must ascertain not only what 
they must gm wn, but wlut they will have to accept as a 
consequence of naving solved tneir ancient problem of 
basic wealth production. The persistence of this problem 
produced remarkable social consequences, for since it 
Was the problem of problems on earth it became the raison 
d*itre of social organization. 

To acquire the means of subsistence being the first and 
obvious duty of man, it followed that when and if he had 
satisfied the immediate needs of his body it was prudent 
to accumulate a surplus, a reserve against time of famine; 
a hump on which to live in his old age ; a horde to bequeath 
to his descendants, so that the issue of his loins might start 
their struggle a little more adequately equipped than had 
been their parent. Therefore “ property came into the 
world. The existence of the reserve led to a natural desire 
for security of life, limb and possessions against the covetous 
instincts of those who had not toiled and would rob, or 
those who had toiled unproductivcly, yet did not wish 
to die. So the classes came into being on a property-owning 
basis; the o^italisc who owned the means of production 
and the proletarian — the pro^rty-lcss person — who only 
owned (or thought he owned) his body. In fact, without 
the use of capital a man has only a short lease of his body. 
The tribe and the stockade, the feudal system and the 
moated castle^ the national state and the fortified frontier 
followed each other like links in a chain with which men 
strove to bind themselves to their wealth. Empires marched 
splendidly aesross the stage of history as — sometimes on 
a politicaui, sometimes on a religious basis, and sometimes, 
as in the case of Great Britain during the nineteenth century, 
upon an economic basis — successive attempts were made to 
enlarge the geographical area of the Great Society in which 
the tuic of law as opposed to that of violence should govern 
the itlarions of man to man. The force of law, of r<mgious 
fU 



C0mkislm 


csr^, $xid the bond of debt were all used severally tod 
joindy to stabilize the society of property. 

Since ** real wealth ** was the means of exchange with 
which humanity paid a fee to Death and in return for which 
Death held his hand for a space of time, a serious error 
crept into the human mind. Men began to believe that 
the medium of exchange was that for which it was being 
exchanged.^ They began to think that wealth was life 
itself, and thence they proceeded to the remarkable con^^ 
elusion that wealth, or property (as they called the wealth 
to which they possessed the legal title), was more important 
than the life — or rather the existence — to which wealth 
consumption was but a means — and only a means. 

The strength of this ridiculous belief was well illustrated 
during the Great War. Between 1914 and 1918 citizens 
were conscripted for mihtary service because their lives 
were needed for the defence of the state. It was not 
seriously suggested amongst right-minded and cgnventional 

E rsons that during the same period a man should be paid 
s than 5 per cent, per annum for the loan of his property, 
when this was needed for the same purpose. After the 
War, various proposals for a capital levy in order to reduce 
the immense burdens of unproductive debt which the 
belligerents had fastened round their necks, and those of 
the next generation, were rejected with horror by persons 
who had willingly acquiesced in a capital levy on the young 
life of the nation. 

At the root, therefore, of most social institutions lay the 
notion of private property, and the importance of this 
idea was reflected in every facet of society. From time 
to time great thinkers who were capable of rising above 
the trammels of the body and projecting themselves into 
a non-material world, poured scorn on the obsession 
of the common man with the business of accumulating 
and safeguarding wealth, but the seed sown usually fcD 
on stony ground, for the average man was more interested 

^ Just as to-day (i95p many people are under tlic delusion that money tokois 
are wealth and that an aroitrary increase in tlic number of sucli tokens will somehow 
increase consumption without depriving the present owners of unconsumed 
Wealth of any of their property. 
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In Im on eartli than in $onie tintsertain mi dtsem*- 
bcwjicd existence of the future. By nature, man is part 
animal, and it was his nature to secure a livelihood. Nor 
should it be hastily concluded that die average man was 
wrong. Fine sayings butter no parsnips, and before the 
spirit could be fr^ the body had to be satisfied. Few men 
can disassociate their minds firom an empty belly and a 
shivering body. 

For centuries this state of affairs continued in being, 
but within this form of society, which seemed to successive 
generations as inevitable as die rising and the setting of 
me sun, there were germinating forces which were to 
revolutionize the basic idea upon which society had been 
built up. In the brief space of about a century and a half 
(1780-1930) the productive power of Western civilization 
fcnocked the bottom out of society by making it clear that 
scarcity of basic wealth was no longer a millstone round 
man’s neck in his struggle to live the full life. When basic 
wealth is no longer scarce, parts of the economic text- 
books become obsolete and, as we have seen in this book, 
man finds liimsclf lost and bewildered through his sudden 
arrival in the material paradise of which he has dreamed for 
thousands of years. At the end of Our Own Times, God, 
wearied perhaps by hearing for thousands of years the 
prayer for daily bread, then gave bread with liberal hands. 
When men found that the manna which fell — if not from 
the skies, but from their factories and mechanized farms — 
came in such abundance that its receipt, distnbution and 
consumption knocked the traditional political and economic 
shibboleths endwise, they altered their plea and, kneeling 
down, prayed for droughts, pests and floods. Moreover, 
fearing that God might not grant these unusual requests 
and that in spite of them He would still permit scientists and 
inventors to be bom, humanity at the end of Our Own 
Times was frantically endeavouring both by tlie actual 
destruction of wealth already produced and by raising 
batriers to its free exchange, to recreate by artificial means 
^ose conditions of scarcity to which it had become accus- 
tomed. There is a strange irony in the thought that in 
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m splier^ 4id mankind display sndh a 2 seal for iniomitiomd 
C0}idkn:ation as in thus applying artificial remiration to 
Ac inanimate corpse of scarcity, Acir common foe. 

In defence of hard-pressed and harassed humanity which 
was (apparently) being choked to deaA by Ae fruits of 
its own inventions, it must be said that God tried His children 
very severely when after cenmries of frowns Acre came 
Ac smiles of plenty all wiAin a hundred years. The 
Esquimaux would be hard put to it to adapt themselves to 
new conAtions if in Ae space of three generations Adr 
icy lands became a tropical jungle. They might adapt 
Aemselves if given a thousand years in which to evolve 
new ways of life. 

As we have seen in the preceAng pages, although Ae 
“ wants ” of men are still very far from being satisfieA 
and millions of potential consumers are existing at a sub- 
sistence level, yet effective demand ” is satisfied, and 
indeed over-satisfied, so that “ restriction schemes ” have 
to be devised in order to harmonize supply and demand. 
It cannot be too strongly insisted that “ deman A and 
“ wants ” are not synonymous. Wants cannot and do 
not become “ effective demands ” until they are legitimized 
by being dressed up in that purchasing power which is the 
legal title to property. 

The problem of increasing the scope and volume of 
effective demand is in practical poUtics Aat of increasing pur- 
chasing power per head. The vast mass of humanity can 
only obtain this purchasing power in return for their 
labour, and, even making all allowances for Ac increasing 
proportion of labour which is devoted to the supply of 

services ” rather than to the Arect production of wealth, 
the economic lesson of Our Own Times is that within Ae 
existing social system the employment of adAtional labour 
(or Ac working of longer hours) whilst — oAer things 
being equal — ^increasing consumers’ purchasing power, wnl 
fail to do so quickly enough to enable consumers to secure 
Ac legal title to an equivalent proportion of the resulting 
increase of production. It will fail to do so because pro- 
duction is governed not by wants ” but by “ eflfcctivc, 
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withiii tiir oditiiig wstem. The immediate conseqiiq^e 
af a ta|^ inocmc ot production i$ a hoom during wh^ 
private profits rise rapidly, leading first to over-^ving 
and over-investment in capital goods and the creation 
of a great debt structure of fiatod charges. Prices rise^ 
so do wages, but always less rapidly than prices. Th^ 
comes the prelude to the slump, and entrepreneurs, fiacing 
Ac coming decrease of profitability, cut down Adr nro- 
duction of capital goods. Banks, fearing for their liquimty, 
call in Aeir loans. Prices fidl; the real burden of debt 
increases; unemployment rises; effective demand f^ls 
off; the slump feeds on itself and its economic consequences 
cause grave political reactions. A recurrence of boom and 
slump seems to be an endemic feature of Ae present sodal 
and economic system, and Ac peaks of Ac booms and Ac 
depths of Ac slumps will tend to become ever more 
exaggerated as Ac productive power of Ae system increases 
in strength. 

In short, it is here argued that Ae economic system has 
been progressively losing its power of self-adjustment. 
There are o Aer reasons Aan Aose already mcnaoned whi A 
suppon this view. As we have noted on many occasions 
throughout this book, one of Ae trcnA of Our Own Times 
has b^ a rapid extension of state intervention in economic 
life. It is part of Ac self-adjusting process of Ae “ free ” 
or private economic system that Ae penalty for economic 
failure Aoukl be death. As Ac system evolved and adapted 
itself to Ae changing demanA of men, Aose parts of it 
whiA had become obsolete Acd off like wiAered branches 
and eventually Asappeared. But as the economic system 
became more complicated and units of production in- 
ocased in size, this process of natural ” selection caused 
an ever-increasing acuteness of sodal Astress, and lent 
adAtional weight to humanitarian and national political 
considerations. To case Ac pains of readjustments Ac 
stsue Stepped in and applied artifidal props to Ac dying 
and wiAered branAes eff the tree. It Ad not at Ae same 
<toe prune or check the growing shoots and tell Ae public 





tajce t homely example— that it must not have mtWf« 
mt% beeaws the state had decided to preserve the horso^ 
breeding industry. Thus, in a praiseworthy cfFott to mitigate 
distress the state kept alive a parasitical growth of un^ 
economic activities which clogged and restricted the 
economic system in its efforts to change with the times. 
We desire to emphasize that we arc not questioning the 
social desirability of this state intervention ; ^ we only wish 
to make clear that it could only take place at the cost of a 
certain loss of economic efficiency. 

The more the state has had to interfere, the more it has 
slowed up the pace at which the economic system could 
readjust itself, and the slower this pace the louder the call 
for state assistance from those (for example) who were out 
of work because the system had not readjusted itself. This 
TIME FACTOR is of thc Utmost significance and does not seem 
to have been given enough attention by economists. The 
problems we arc now discussing must be considered in the 
time-frame of a man’s hfe. Since the system even to-day 
(1935) does in fact slowly adjust itself, as is evidenced by thc 
steady increase in employment in thc “ services ” group of 
industries, and the decline of employment in the “ heavy ” 
industries, there is a tendency to forget that it takes (say) 
five years to transfer a man from a dying to a growing 
industry, years which may represent one-sixth of his effective 
working hfe, or that the change may take place so slowly 
that he grows older and becomes “ too old at forty ” before 
an opening in the new industry occurs. Thc whole question 
of the social consequences arising from the relationship 
between thc rate of economic change and length of human 
life requires investigation. 

Another factor which has become of importance during 

^ In tliia connection die reader should ask himself die following qtiesdoti 1 
” Although Imperial Chemical Industries Ltd. is a private concern, could any 
government to-day (1935) allow it to go into liquidation either because of some 
revolutionary discovery or through some misrortune ? ” We think thc state 
would iiave to prevent this disaster. Imperial Chemical Ii^ustries is so laigc^ 
employs so many people and contains so much capital (approximately ,^71.000, 000) 
that its collapse would shake die whole structure of our national economic hfe. 
He^lcss to say* there is no suggestion being made here that this great concern is 
not operated with an eiHdenc>' as satisfactory to its shareholders as it is creditaUe 
to Bnttoh enterprise^ 
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Out Own Times in altenag the whok set up ** in which 
the ** free ** and private capitalist system served the Westem 
werid during the nineteenth century* and on the whole 
served it pretty well, is the slowing down of the growth of 
populacion. So far as can be foreseen this matter is likely 
to Dccome increasingly important. In all the industrialized 
countries the populations arc stabilizing, and the persistent 
falling of the birth-rates indicates that in the not distant 
future the population of Western Europe will begin to 
decline. 

A principal cause of the decline of the birth-rate is the 
decrease of fertility among women of child-bearing age. 
The rate at which this decline in population will take place 
will depend upon the success which may be achieved in 
reducing the death-rate, and especially in the infant mortality 
rate, but there is clear statistic^ evidence of the existence of 
the slowing up of the increase of population even in Japan,^ 
The economic effects of a stabilized and ultimately falling 
world population will be enormous and far-reaching. The 
demand for basic goods will decrease, and that for variety 
and “ luxury ” goods and services will increase. The upper 
age group will increase relatively to the younger groups, 
the income per head will rise, and there will be a tendency 
for an increase in that disparity between saving and spending 
which some economists believe to be a fundamental cause 
of the lack of self-adjustment of the economic system. 

Allied ro this question of the stabilization and possible 
decrease of the world's population is that of the development 
of the virgin areas of the world. It may be — it ^most 
certainly is the case — that the existing (1935) widespread 
extent of economic nationalism will in part pass away, but 
even so it seems doubtful whether humanity will ever again 
sec a period of economic exploitation comparable with that 
of the nineteenth century, when Western civilization first 
wrapped its economic web around the world. 

The pioneering era of capitalism on a world scale is 

^ But ^ already bom will increase the working population of Japan 
by m-hmt ten ninliion during tlie next twenty years. (Sec frorid Economic Surv^^ 
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drawing to a dose at just about the sam« time as the O.S-A., 
the land above all others where a free and self-adjusting 
Capitalist economic system was most clearly e^dtiibitcd 
during Our Own Times, is passing out of the “ backwoods 
period. 

All these considerations, and others of a like nature, which 
lack of space forces us to omit, lead to the conclusion that 
we must give consideration to a remodelling of the system if 
we wish to avoid the grave inconveniences of perpetuating 
an economic system which on social grounds we have 
hindered from adjusting itself, and which, even if we were 
to release it from its political bondage, would probably only 
be able to evolve in a series of catastrophic booms and 
slumps. Though we may have to remodel slowly we must 
face up to the fact that it will be of no use to tinker with the 
economic system ; we must go to the heart of the matter, 
and since economic systems are only the reflections of the 
desires of men their creators,^ this means we must go to the 
heart of man, and when we get there we shall once more 
be confronted with the eternal problem of Man and Himself. 
In this case the aspect of the problem which we must solve 
is the need of progressively eliminating the private profit- 
making urge from its traditional position as the mainspring 
of economic life. This means that we must start from the 
intention of making “ wants ” and not “ effective demands ” 
govern the nature of economic activity. It also involves a 
radical alteration in our traditional conceptions as to in- 
dividual rights in certain forms of property. This pre- 
supposes the abolition of the private ownership of the means 
of wealth production. In a word it is Socialism,^ or, if the 
expression be preferred, a planned economy.*' Here it 
may be as well to point out that when we use the word 
Socialism we do not mean a state of affairs in which the 
individual will not possess private and personal property. 


1 See Chapter 1, Prelude. 

* Wc do most sincerely hope tliat our readers will emulate Signor Mussolini 
in at least one respect and not be “ afraid of words,” Tiiere is a type of person 
on whose powers of rational thought the word “ Socialism ” has a kind of 
freezing eifect. Some of these people vote for the Conservative, odiers for die 
Labour, Taity. 
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Wkxt k meant is ^hat the mimu of wealth pro Jnctioii wil fee 
oommmally ovmtA, hut that the output when disnabuted 
WiB be private and personal in the sense that in the past 
the means of production have been private and pcrscmal. 
Nor must it be understood that wt are here arguing in 
favour of Socialism on moral and ediical grounds ; that is 
not an aspect of the question relative to the matter now 
being discussed. We arc simply expressing a conviction 
that the system of relying upon the motive of private profit 
as the main incentive to wc^th production, a system which 
includes the private ownership of the means or production, 
breaks down upon the consumption side when human 
labour becomes suddenly no longer an important factor in 
the process of production. Nor do we wish to suggest that 
because the community has got to take over the means of 
production and build up a social system in wliich the motive 
of service replaces that of personal gain, it follows that the 
community will make a better job of its task tlian has been 
made by private enterprise. If a ship sinks m the ocean 
because her passengers have unconsciously loaded her to the 
upper works, they will have to swim, but that docs not 
prove that they will reach terra Jirma, 


2 

The statement that modem developments in the business of 
wealth production have created economic conditions which 
must be reflected by a change in the structure of society, so 
that the means of production pass under the control of the 
community and arc no longer employed in the direction 
and to the extent circumscribed by the motive of private 
profit, b not anything so novel as it may appear to be at 
fiirst glance. It b many years since Harcourt said ** we arc 
all Socialists nowadays,” and we were all very advanced 
Sodalbts during the War, a period during which the highly 
r)C8|)eaable, altogether essential profit-making urge of the 
private capitalist system suddenly became a criminal offence 
ptmbhable by fine and imprbonment* Ever since the War 
^as can be plainly seen from flic record of events set down 
pm 
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ia tiiti in the form of its agent, the state, has 

been mtervenmg continuously in economic life. The rate 
and method of its intervention has varied according to 
national characteristics and national drcumstances. 6i 
Russia, Socialism came violently and suddenly, with the 
consequence that a reaction is certain and is indeed taking 
place to-day (1935). It is not unlikely that by about 1940 
when the third Five-Y ear Plan will be producing its effect, 
Russia will be a somewhat backward bourgeois state 
in a world of Socialist states. In the U.S.A. the change has 
also been attempted very suddenly and reaction is very 
probable. In Great Britain we have conformed to our 
customary habit of not letting our right hand know what our 
left hand is doing, but the movement towards Socialism has 
been rapid. One of the most instructive and entertaining 
performances in recent political life was the spectacle of 
Lord Hailsham introducing a BiU (April 1934) in the 
House of Lords for the nationalization of any oil dis- 
coveries made in Great Britain, and doing so with the 
blessing of Lord Ponsonby of the Labour Opposition. 

The problem, then, is not so much one of suddenly 
producing Socialism out of a hat and clamping it on to the 
people. Socialism is to a great extent already with us, and the 
real difficulty both in Great Britain and abroad is to make 
it work. A great many people do not believe that it can 
be made to work, and here we have at last reached the 
answer to the question implied in the statement set down 
near the beginning of this chapter that “ In order to 
understand more precisely what it is men are afraid of at the 
present time we must ascertain not only what they must 
^iVe up but what they will have to accept as a consequence 
of having solved their ancient problem of basic wealth 
production.” 

We have shown that they will have to give up their 
belief in the desirability of individuals owning certain of the 
means of production and exploiting it for purposes of private 
profit, and the corollary to this is that they will have pro- 
gressively to accept as a code of life the spirit implied in the 
sentence : ” From each according to his means ; to each 
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sKsw Aig to to need/* Of this wm w ^erf afraid. Hiiey 
ate wdtt aware of their weaknesses, and many of them have 
grave doubts as to whether they can substitute the notion 
of doing one’s social duty first and receiving rewards 
afterwards for duty faithfully performed, for the traditional 
notion that one’s economic duty was that activity which 
seemed likely to lead to the maximum personal profit. 

The dilemma is a cruel one. On the one hand is the very 
difficult, palpably absurd, and certainly immoral course of 
creating artificial scarcity in order to retain operative con- 
ditions for a state of society whose economic objea is to 
remove scarcity, an object which it has performed very 
creditably during the past century and so swiftly that 
in the achievement it signed its own death warrant. On 
the other hand, if the alternative just mentioned is not 
adopted, or, if adopted, proves to be sclf-contradictory 
and unworkable, then it is necessary for men to commit 
themselves to a social system which does violence to their 
traditions and throws an immense strain on their powers of 
mastering their acquisitive instincts. Though the choice 
seems hard, it is not so hard as it seems, for in reality there 
i$ no choice. Only the second course is practicable, although 
it bristles with difficulties. It is sometimes supposed that the 
only obstacle to the necessary and indeed essential extension 
of Socialism is to be found in the unwillingness of the 
capitalist to abandon his privately owned means of pro- 
duction. This is by no means the case. The transference of 
the means of production from private to public ownership 
can be effected by expropriation as a result of a revolutionary 
situation, or by compensation, or, as is most likely to be 
the case in “British” countries, by a combination of 
the two— that is, compensation up to a limited amount. 
This tendency to compromise is already apparent in various 
parts of the Empire, e.g, the London Passenger Transport 
Board in Great Britain ; and die forced “ voluntary ” con- 
version scheme in Austraha as part of the Premiers* Plan. 
Also it may be that the state will take care to sec that new 
meaus of production {eg. oil production in Great Britain) 
shall be controlled or scmi-controUcd from the outset. But 
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ailijtmiig that tJjis transfcroicc has been dSectest^wwhat 
ntxti In theory the answer xs simple. Prodtiction now 
takc^ place on the basis of use and not private profit,^ to 
meet wants and not effective demands. In practice enor- 
mous difficulties arise. How are we to ascertain “ how 
much ** of what ” the people want, and “ where ” they 
want it and “ when ” they want it ? In fact the practicsd 
problem of making Socialism work is the practical problem 
of making a planned economy work, and can be summed 
up in the words “what “where?” “when?”, to which 
might be added the expression “ quantity and quality 
OP what ? ” 

In the private capitalist system private producers endeav- 
oured to discover the answers to these awkward questions 
by doing some crystal-gazing into the globe of price in 
the free market,^ and although many bad guesses were made 
on the whole and over long periods of time, they were 
sufficiently accurate to enable an enormous increase to be 
made in the quantity and quality of goods men wished to 
consume. The private entrepreneur tried hard to guess 
right, because if he was successful he made profits — ^in certain 
cases enormous profits {e,g, Mr. Ford and his guess that 
humanity wanted a cheap car) ; if he guessed wrong he 
went bankrupt. 

Will the controller of the state-owned productive system 
be able to make as good or better guesses ? We may assume 
that his motive for trying to guess well and truly, a motive 
which will be a sense of duty as opposed to that of profit- 
making, will operate as strongly on him as the motive of 
private profit did on his predecessor, an assumption which 
can be justified by reference to the existing private system. 
The civil servant in the British Treasury, engaged in 

^ Profit aver th* whole range of production there must always he to allow for 
depredation atid capital investment. Spedfic branches of production might 
for sodal purposes be conducted at a loss (as tliey are in private capitalist sodety) 
but they would in tfiTect be subsidized by other branches working at a needlessly 
hi|^ rate of profit. 

* For an analysis of this process, and her reasons for believing that the 
flaw in the private capitalist — or unplanned — system is diat “every producer 
acts on assumptions which are tliemselves habitually falsified by similar actions 
on the part of every other producer,” see Chapter IV of Barbara Wootton^s 
Plan ar No Plan. 
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of die job (diougli it brings him no pctsonal gam) M dbe 
speoikt^ is keen to anticipate the Tteasniy poBcv and sdl 
m btiy Govermnent stocks on the most i&voiirsmlc tenm 
and so make a profit. We think the answer to these qiies^ 
tiom must be that tiiere is no reason to suppose that the 
controller of a planned economy, in which the means of 
production are owned by society, is likely to be any better 
or worse able to determine die volume and quality of 
production needed to satisfy wants than are the enre- 
pmieurs in an unplanned system. In practice it will in faa be 
the same type ot gendeman (or lady) who will grapple with 
this task, unless we are to assume revolutionary procedure 
and the extirpation of the upper and “ managerial ” 
classes — ^in which event {pace Russia) it would be necessary 
with all speed to train up a new supply of “ experts ** and 
** managers,” and to penuade the survivors of the old gang 
to come to the rescue of the planned economy, which would 
need brains and expert skill as much and perhaps more than 
the “ free ” economy. 

The ability of the controllers of the planned economy 
to estimate what should be the direction and volume of 
produoion when the criterion is to be wants ” and the 
guide will be social considerations ” and not price in the 
free market, will depend on accurate information. It is 
dear that planning ” necessitates a government department 
particularly charged with the duty of researching mto the 
sodal sdences. Private bodies sucJi as the Royal Statistical 
Society, the Royal Institute of International Afiairs, and 
** Political fnd Economic Planning” are domg what they 
can in the matter, and the Department of Industnal Researen 
is adding Valuable contributions in the realm of physical 
sdoice, W all this is only scratching at the surface. 

An immense machine of government is at work in 
Whitehall. It has no Central Thinking Department. 
Not only arc administration and policy-making hopelessly 
entangled, but somewhere in that unholy mixture is buried 
stidi longHtcrm research as may be taking place into the 
name of our political, economic and sodal proUemi. 
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We talk of planning and oniit to make arrangements to 
do the thinking and the fact-finding without which plans 
are shots in the darkness of ignorance. For example, 
towards the close of Our Own Times it was becoming 
evident that a decision would have to be made as to the 
relative importance to be attached to industry and agri- 
culture respectively in the economic make-up of New 
Britain. Tliis vital decision, which aftected British shipping, 
investment in the Argentine, and the economic relations 
between the United Kingdom and the Dominions, to 
mention but a few of its ramifications, was being evaded 
by all the political parties ; and though the Socialists and 
Liberals made sport of the fact that in the National Govern- 
ment Mr, Runciinan at the Board of Trade was apparently 
promoting poheies incompatible with those being furthered 
by liis colleague, Mr. Walter Elhot, at the Ministry of 
Agriculture, it was not easy to discover in the programmes 
of the critics any realization of the necessity of nraking such 
a decision, much less of any definite policy in the matter. 
It is not being suggested here that a detailed programme 
dealing with tliis question is essential ; such “ plans ” are not 
in keeping with the British tradition ; but we do feel that 
empirical methods suited to a crisis are not to be encouraged 
as a permanent pohey, and that an enlargement of the 
functions and activities of such bodies as the Economic 
Advisory Committee and the Imperial Economic Committee 
was highly desirable at the beginning of the Times to Come. 
One more instance of a most matter-of-fact kind must 
suffice to indicate the elementary state of our research work. 
In the amiual estimate prepared by the Board of Trade 
showing our balance of payments on foreign account there 
occurs on the revenue side a notorious item called “Other 
Sources,*’ or, by irreverent contemporaries, “ The Rag 
Bag.** According to a former officer of the statistical 
department this includes “Receipts from the sale of second- 
hand ships to otlier countries, emigrants* remittances, 
savings of returning migrants, tourists’ expenditure in the 
United Kingdom, family remittances, etc. etc., and corre- 
sponding payments to foreign countries have to be dc- 
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^ It is bdScved lim this may be as mtaeb as 

jpitis or minus ;£io, 000,000 in error. 

Now the rectification of such a scanckl as that just men- 
tioned, and many like it, would leave us still very far short 
of the fundamental research into social sciences which we 
demand; but if even a start be made with the provision 
of better statistics, something will have been achieved. 

' Knowledge is Power, and the niggardly sums disbursed 
fix>m the public pnrse for the purposes of research into 
matters of national importance are a cnsgrace and a stupidity. 
Moreover, unless we mistake the temper of the people, 
there is a widespread feeling that what may be described 
as the hydrographic work needed by way of preface to the 
issue of social charts upon which the ship of state must 
navigate in the Times to Come, is essentially non-party work 
and is necessary to the welfare of the whole community. It 
may be as well to warn extreme party-men that one con- 
clusion which the writer has reached as a result of supervising 
this kind of research work into international problems is that 
when it is undertaken in a spirit of real objectivity, party 
differences often shrink to proportions which arc negligible 
in comparison witli the extent of general agreement wiiich is 
found to exist. In politics, the practical is die dominant 
factor, and when people talk widi satisfaction of being 
“ poles apart they had better be careful not to explore the 
ignorance with which they surround their position, or else 
tney may find themselves if not at the Equator, at any rate 
in a temperate latitude. 

3 

If, then, the problem of determining the style of future 
production is as difficult with a planned Socialist economy 
as with an unplanned private capitalist economy, does it 
foflow dmt our conclusion that the solution of the technical 
problem of production makes the private ownership of the 
means of production an anachronism, is a mirage? By no 
means. In theory it could be argued that in the free system 
consumers* choice is unlimited both in variety and quantity, 
and ffiat demand governs supply ; but, as we have seen, tht 
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conditions gowming production in this system lead to a 
state of affairs in which la^c numbers of consumen cannot 
translate their wants into efectivc demands.^ In the planned 
system it could be argued that consumers’ choice will be 
limited as regards variety and quantity by the terms of the 
plan, but that within these limits their wants will be effective 
demands* 

One can look at the matter from another angle. In a 
community in which — say by the bounty of Nature — all the 
body-keeping needs of men were provided for, that is to 
say, everyone had what the majority of the population 
consider to be an adequate supply of food, clothes, housing 
and other amenities, a planned system would not seem to 
have much to recommend it. When, however, the elemen- 
tary needs of life are unsatisfied, the planned system has a 
strong claim to favour as a means of providing those needs. 
The preceding sentence inevitably contains certain assump- 
tions which are political rather than economic, matters of 
opinion rather than matters of fact. What do we mean by 
“ adequate supply,” or, as some would say, “proper standard 
of living ” ? These terms are indefinable and incom- 
mensurable. The luxuries of one generation become the 
necessities of its cliildren, A standard of living is a standard 
of satisfaction, and one man’s meat is another man’s poison. 
But things which cannot be defined can be recognized, and 
at any given moment in any given community right seems 
to be right, wrong to be wrong, hardship to be hardship 
and luxury to be luxury. 

In practice — ^in Great Britain, for example — the whole 
history of social services during the past century has been 
the story of a gradual translation of certain forms of pro- 
duction from private to public control. 

It is here that we can find the key to the puzzle of where 
and how — ^if it is as difficult for the public controller as for 
the private entrepreneur to guess and anticipate wants — ^the 
planned economy has advantages over the private system. 

^ Especially since— as we have repeatedly shown in this study — ^the so-called 
“ free system ” never has been completely free and flexible in real Ufc. Tha» 
never have been “ economic men.” 
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When the bulk of the population clearly want something* 
the satisfiiction of that want should be undertaken by a 
socialized system, because in such cases, since the risk of a 
bad guess is negligible, there is neither economic need nor 
moral justification for the intrusion of private profit into 
the business of production. To take some extreme ex- 
amples : Nearly everyone in Great Britain would consider 
it intolerable that national defence, public health, the road 
services and tax-collecting should be private profit-making 
concerns. Most people would add to that list: the Post 
Office, the B.B.C. and London’s Transport Service. About 
7,000,000 Socialists would add a third list on wliich they 
would put: the provision of credit by banks; coal pro- 
duction ; railway transport ; steel and iron ; textiles ; 
shipping ; food supply ; and all those branches of production 
which at the present day are regarded as the basic necessities 
of a civilized life. 

One may sum the matter up by saying that the less the 
risk (in an economic sense) the greater the need for 
Socialism, and the greater the risk the greater the need for 
private profit as a spur for enterjorise. 

Now this question of “ risk, * and that of the need for 
private profit as a spur to enterprise, arc factors whose 
magnitude arc within die control of the community. The 
degree of “ risk ” attaching to an enterprise of production 
is at its maximum if consumers are to be left free to accept 
or reject the output of production. If, on the other hand, 
the community decides that every member thereof is to 
drink one pint of milk per diem, the “ risk ” in milk 
production is substantially reduced. Some Socialists and 
advocates of planned economies appear to be under the 
delusion that it is possible to eliminate all freedom firom the 
production side, to direct “ capital ” into predetermined 
channels of production in accordance with certain wants, and 
yet leave the consuming side of the market in a pleasant 
state of roaring anarchy and freedom. Tliis is a profound 
error. If consumption is not planned (and that means 
controlled and directed) the “ certain wants ” mentioned 
atbove may not materialize, and the first state of die planned 
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economy tvill be worse than the last state of capitalism. 
Socialists must realize that if the right, or producing, leg of 
the economic system is to be made to march to the tune of 
the Internationale^ the left, or consuming, leg will also have 
to keep step. 

Therefore the degree of economic risk in production can 
be limited by the extent to which the individual consumers 
— acting, as they will have to do, in co-operation — ^are 
prepared to make up their minds what they want and (this 
is more difficult) stick to their decisions for a reasonable 
time, however much they are inclined to change their tastes. 

The second factor which it was suggested could be 
controlled by man was “ the need for private profit as a 
spur to enterprise.'’ The experience of the War of 1914-18, 
the day-to-day practice of certain professions, such as “ the 
Services”^ and the medical profession, suggest that in 
certain circumstances the motive of private profit is by no 
means essential to productive work. It is probably true to 
say that since the War tliere has been a marked growth in 
Great Britain amongst leaders of industry and persons of 
property of a feeling that duty precedes privileges.® The 
development by every possible means of this attitude on 
the part of the individual towards society is clearly indis- 
pensable to the success of a planned system. In Russia it is 
the creation of this spirit and its preservation from the taint 
of the profit-making urge which is the constant duty and 
preoccupation of die Communist Party, whose members 
arc presumed to have succeeded in the struggle to conquer 
self. Past experience suggests that it is in time of crisis and 
danger that the profit-making urge becomes least important, 
and it would be highly unsafe to assume that the degree of 
discipline over acquisitiveness which can be maintained 
during a national crisis would last over a period of yean. 
Nevertheless, it should be possible substantially to speed up 
that process of changing the motive of economic activity 
from profit to service which is already taking place, provided 

^ Fighting Services and Civil Services. 

» President Roosevelt was in 1933-3? engaged upon the task of preaching this 
doctrine in the land of rugged individusdism. 
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mmal authority has a mandato to proceed m this 
dhc<^oii. The thing can be done if people wish to do it> and 
they wiB wish to do it if they can be convinced that in the 
proms they will benefit themselves. In other words, the 
practical problem is not so much to create a nation of 
saints, each one thinking of his neighbour first and himself 
second^ but rather to sliow that in the present state of 
human society enlightened self-interest indicates that in- 
dividual objectives are better attained by co-operation than 
by competition. 

4 

We see, then, that at the end of this book we arc back 
again in front of the problem of Man and Himself, which 
in many shapes and forms, both before and during Our 
Own Times, has perplexed humanity. Are men any nearer 
to its solution to-day than they were a hundred, two 
hundred, a thousand, five thousand years ago? To this 
question we believe the answer is “ Yes,” and for the 
allowing reasons ; 

In oroCT to solve a problem, three conditions must be 
satisfied. The problem must be recognized and isolated 
sufficiently for it to be attacked; secondly, the technical 
tools needed for the work of solution must be available ; 
thirdly, there must be a will to use the tools in order to 
solve the problem which has been recognized. 

Let us sec how humanity stands to-day in those three 
respects, as regards its great problem of economic self- 
government. The story of Our Own Times ends with a 
widespread growth of nationalism reflected in various 
attempts to stage planned economies. This is evidence that 
the existence of the great problem is in part recognized by 
the millions. They do not recognize that it is universal; they 
dbink of it in terms of the largest unit of which their imagina- 
ttom arc as yet capable, and that is the national state. But 
within these limits attempts arc being made to plan, to 
coordinate, to create a sense of team-work. These attempts 
fidl into categories. Fascist and Socialist It will be necessary 
to say something in a moment about the fundamental 
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iJiffcrmce between the Fascist experiments of, for example, 
Italy, Germany and Austria, and die Soci^st and ncar- 
Sodalist experiments in Russia and Great Britain. 

The problem of the need of co-operation is recognized. 
What of the necessary tools ? They exist in embarrassing 
profusion. The events of Our Own Times have told 
something of the confusion caused in the affairs of men by 
the sudden impact of the first and second industrial revolu- 
tions upon the sleepy centuries. The tools need not be 
catalogued. As an example it is sufficient to remark 
that, thanks to scientific aiscoveries, the influence of the 
time/space factor on the conduct of affiiirs is in process of 
being reduced to a minimum. 

Finally, we come to the third condition — the will to use 
the tools in order to solve the problem which has been 
recognized. As to this, the last and hardest of the conditions, 
there is yet a long jounicy to be travelled, a pilgrimage 
hkely to be marked by wars and rumours of wars. The 
story of Our Own Times is in part a record of how the 
Great War and the crisis which it accelerated had an educa- 
tive effect upon mankind. We suggest that the recognition 
of the problem was largely brought about as a consequence 
of this education. The determination to use the tools of 
science so as to bring about conditions of peace on earth and 
a happy leisured hfe for all is still nebulous and unformulated. 
Its germ is to be found in the Socialist-moving states, the 
economies planned on Socialist lines— for the Fascist states are 
in this respect wolves in sheep’s clothing. The Fascist states 
are forms of organization by which an established — and, as 
we have argued, an absolute — ^social order seeks to maintain 
its status by exploiting tlie economic need for plamiing. The 
Fascist “ planned economy” is the exact antithesis of (say) 
the Russian plamied economy.” In the latter case the 
machinery of the state is brutally employed in order to 
crush the private capitalist in the interests of the proletariat^; 
in the Fascist system the state brings labour and capitalism 
into “ co-operation ” by the process of removing labour’s 

^ And, as we have seen, gets into difficulties when it turns the proletariat into 
capitahits (sec Chapter XXVni.). 
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teeiii in the dental chair of the corporative state. In due 
conrsc we shall probably see the masses in the Fascist states 
awake to the confidence trick of which they are at present 
the vienms, just as we may also see the Russian Communists 
struggling to enforce the principles of Socialism in a country 
where, as the standard of living rises, class tendencies begin 
once more to raise their counter-revolutionary and profit- 
making heads. 

The ultimate goal should be some form of world unity 
in which war has been banished and replaced by the rule of 
law. A world u^which within the limits which must 
always be present lirhuman affairs, but limits far wider than 
any yet known, men’s wants are also their effective demands. 
A world in wliich all men are leisured and in which the 
body-keeping business absorbs a negligible proportion of 
their thoughts and energies. In brief, Paradise regained. 

After making all allowance for the increase in the rate of 
evolution which seems to be taking place, such a world as 
this must be centuries a-coming. What of our own lives, 
of the Times to Come ? 

Witliin this century it might be possible to so marshal 
humanity that by the time wc arc very old men there might 
be emerging signs of a will to solve these aspects of the 
problem of Man and Himself, signs as definite as those 
indications which now exist that tlie problem has achieved 
widespread recognition. 

This great step forward will only be achieved if leadership 
is vouchsafed to the caravan of humanity, which is circling 
blindly in its efforts to find the way out of the present 
discontents. It is in this matter of leadership that the people 
of our own country have a high destiny. During the 
nineteenth century, through a fortuitous combination of 
circumstances, it fell to the lot of the British to lay the 
foundations and shape the structure of a world order which 
in its economic aspect can be described as systematic anarchy. 
Simultaneously within the hmits of the areas over which 
they had political control they extended the principles of 
human Hberty and democratic government. 

During the twentieth century the British should make 
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it their business to advance and influence the beginnings of 
a world order in which, upon the political si<&, national 
sovereignty is progressively curbed and merged into a 
super-national authority, whilst upon the side of economics , 
the production of the basic needs of men is in accordance 
with their ascertained wants rather than with profit-making 
possibilities. 

The task is principally one of education. These things 
can be done if man wishes to do them. The problem of 
Man and Himself is not insoluble, but it embodies one 
special and enormous difficulty ; it is not external to man. 
Each man must strive so to subordinate and eliminate the 
evil within him as to fit himself both to create and to 
inhabit the Kingdom of God on earth. This is not a process 
which can be achieved by violence. It is a process of 
persuasion. Not only should it be the task of the British 
to use their influence to keep clearly before mankind the 
nature of the camping ground towards which the caravan of 
humanity should direct its course, but it should also be their 
business to oppose the use of violence and revolution as a 
means of changing the organization of human society. 

These reflections indicate the general character of the 
objective which should be pursued. It will not be 
attained within the lifetime of any reader of this book. 
What of the immediate future? What should be our 
pohcics iti the Times to Come, before we pass on and leave 
the great world spinning “ for ever down the ringing grooves 
of change * * ? To outline a programme for the n ext few years 
is a temptation, but it must be resisted, and for two reasons : 
firstly, it would be out of place in a book which is chiefly 
concerned with giving account of what has been ; secondly, 
it would be impossible in a few pages to set forth in any 
detail suggestions as to the poUtical and economic policies 
which should be punned by His Majesty’s Government. 
It is easy to generalize, but in such matters not generalities 
but practical details are required. Nevertheless, we shall 
succumb to temptation to a sHght extent by submitting an 
outline of the nature of the task in front of tlie people of 
Great Britain in 1935. It can best be understood if con- 
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Great Britain*s twenticA-<entury policy in the sphere 
of world trade must be to make herself the commercial, 
industrial and financial centre of as large, as varied and as 
populous a trading system as may be consistent wiA Ac 
maintenance of two vital qualifications: it must be a 
system within which war is almost ** unthinkable ; and it 
must be ordered in accordance with democratic principles, 
smee a certain community of political thought is absolutely 
essential as a foundation for a stable economic system. Only 
a politically harmonious group of national states can agree 
to such necessary limitations of national sovereignty as arc a 
sine qua non of foreign trade ; only within such a group can 
international investment take place wi A safety, or a common 
monetary system be evolved and maintained ^ ; only under 
such conAtions can Acre be satisfactory working arrange- 
ments as to what Aall be reserved to the home market and 
what shall be imported, or a general agreement upon such 
matters as standards of Hving, hours of work, and conAtions 
of labour. In short, confidence in the future and a feeling 
of security are Ae inAspensable pohtical prerequisites to 
economic progress. 

This belief in Ae desirabihty of Great Britain being 
Ae centre of an economic world within a world docs 
not mean that we arc blind to the dangers of economic 
Uoa ranging Acmselves against each oAer. It is hoped 
that good relations, political and economic, would grow 
up between Ae British sterling group and (say) a Pan- 
European group. It is essential boA in politics and 
economics to work in the closest possible relations wiA 
Ae U.S.A. The proposal for some form of sterling bloc 
is merely advanced as a necessary preliminary piece of 

* la liie mtcmational system, of which we hope Great Britain will form the 
C^re* mre fot^ssee currendcs linked loosely to gold with parities variable between 
limits m order to compromise between dbte needs of stable exchangei 
and itabb iasemal levels. 
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t*^tio^aHjsadoE in the task of moving towards a world^wi^e 
ccsonomic system. 

In addition, there is that whole group of problems com-^ 
prised in the expression “ the reorganization of our economic 
life.” Wemust realize that our economy is in general appear- 
ance the child of a century of laissez-^faire, and that unrestricted 
competition is now recognized to be both unsocial and 
uneconomic. Reasons have been given for the belief that 
a time has arrived when it is imperative that the means of 
production of the basic needs of hfe should be owned by the 
community. Large-scale experiments in this direction 
should be undertaken. The present socialization of housing, 
the transport services, the supply of food, fuel and power, 
the iron and steel industry, and the banking services should 
be speeded up. 

Just as in the nineteenth century we showed the world 
how to make an immense stride forward in wealth pro- 
duction by the use of machinery whose products were 
exchanged in the free market, so in the years to come we 
must show the world how through progressive measures of 
social co-operation and the conscious direction of economic 
activities it is possible to ensure that high standards of 
living, including an amount of leisure hitherto the privilege 
of the few, can be at the disposal of the many. This process 
must be gradual, because its success is absolutely dependent 
upon a widespread rcahzation amongst the community that 
the profit-making urge can be relegated to the background 
in men’s minds and replaced by the notion that when and if 
an individual does liis duty towards the community to the 
best of his ability, the community has the duty of ensuring 
that proper provision is made for the well-being of the 
individual. 

Such a rcahzation is far more widespread in Great Britain 
to-day than is generally thought. Some industries and 
services mentioned above are, broadly speaking, half social- 
ized already, and there is every indication that within the 
next twenty years force of circumstances will necessitate the 
estabhshment of some form of central economic body, which 
will co-ordinate the activities of the various Boards which 
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wfl direct the fortunes of the great basic industries mi 
services. The state ’Will control policy, but, at any rate to 
begin with, it will be excluded from the practical adminis- 
tration of the undertakings. These changes are inevitable, 
and axe not likely to be the children of any particular party. 
It is at least as probable that the “ Conservative ** Party 
(especially if another Disraeli should arise) will be more 
active in this matter than the " Labour ” Party. The older 
type of Trade Union leader and the die-hard Tory are alike 
ol^tacles to the necessary reforms, and between the two 
there is not much to choose in obstinacy. They have both 
outlived their day and are museum pieces. 

As regards international politics there are four directions 
in which effort should be made. Firsdy, the support 
and utilization of the League of Nations, especially on 
the economic side. Secondly, the development and pre- 
servation of the British Commonwealth of Nations, as a 
sanctuary of democracy, as an association of sovereign states 
which has made notable progress towards the elimination 
of war as a means of settling their disputes, and as the 
nucleus of a world society recognizing the supremacy of 
international law and the subordination of national sover- 
eignty. Thirdly, the linking up of the Empire group with 
the U.S.A* as the keystone of a system of collective security. 

Fourthly, the dramatization of peace. It is most necessary 
to bring home to people that peace needs to be organized 
and, like war, demanos its sacrifices ; it must not be taken 
for granted. The fact that Peace is dcpii ted in cartoons 
as an unreal woman in a nightgown with a dove in 
her hand is significant. People do not die for such 
ladies. 

On the home firont the supreme political task must be to 
make democracy work and to ensure that Great Britain will 
remain in the future, as she has been in the past, a stronghold 
of individual freedom, liberty and tolerance. The com- 
pladtics of modern civilization make it essential that 
executive action should be entrusted to specialists, but the 
direction of policy must remain under the control of the 
people* If this chrection be a reality and not a fiction, 
91 % 
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public opmion must be instructed as to the nature of the 
problems which the specialists arc attempting to solve. 
Democracy must be taught to think, and to appreciate that 
Liberty means more than the removal of restraints upon 
individual action; that it means self-discipline and entails 
conscious co-operation with the rest of the community in 
an effort to attain aims and objects decided upon after open 
debate and discussion, 

6 

At the end of Our Own Times the most important issue 
in the world was that of Freedom. The profound political 
and economic changes whose story we have traced in these 
pages had created problems which had caused Authority 
to take on new shapes. The question which remained 
unanswered in 1935 was whether the reshaping of the 
mechanism of authority which had become a practical 
necessity could take place in such a mamier as to preserve 
the fundamental principles of democracy. One of these is, 
that it is the business of authority so to arrange matters that 
by a co-ordination of activities each person has the maximum 
possible amount of freedom in which and by wliich to 
develop his personality and live the full life. The menace 
of the Authoritarian state with its substitution of the group 
— either racial or national — ^for the individual as the central 
fact in hfe, was very real in 1935. It cannot be said too 
plainly that there can be no compromise between the 
principles which are at the root of democracy on the one 
hand and the Totalitarian system on the other. The first 
is based upon the belief that the most worth while and 
significant thing in the world is human personality; the 
other believes that this personality should be swallowed up 
in a group. 

If the democratic principle is to prevail — and there will 
no doubt be great changes in democratic forms which 
need not affect its principles — ^it is vital that we should 
realize that one of the most urgent and practical tasks in 
front of us is education for citizenship, whereby the in- 
dividual may learn that freedom for self is only obtained at 
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im laiaaeimtim whm ail other members of the community 
0|foy the maximum political and economic freedom. 

Thia book has been witten as a small contribution towards 
the achievement of that task in the belief that if we can sec, 
however dimly, whence we have come, it may help us to 
decide where to go. In tlic midst of much uncertainty, in 
a world distracted by fears and doubts, the writer holds 
firmly to the fiuth that the Problem of Man and Himself is 
mt to be solved by abolishing Man the Individual. 
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APPENDIX I 

(a) THE COVENANT’ OF THE LEAGUE OF NATIONS 

The Preamble 

“ The High Contracting Parties, 

“ In order to promote international co-operation and to achieve 
international peace and security ; 

“ By the acceptance of obligations not to resort to war ; 

“ By the prescription of open, just, and honourable relations between 
nations ; 

** By the firm establishment of the understandings of international 
law as the actual rule of conduct among Governments : 

“ And by the maintenance of justice and a scrupulous respect for all 
treaty obligations in the dealings of organised peoples with one another ; 

** Agree to this Covenant of the League of Nations/’ 

Article i (Membership) 

1. The original Members of the League of Nations shall be those of 
ihe Signatories which arc named in the Annex to this Covenant and 
also such of those other States named in the Annex as shall accede with- 
out reservation to this Covenant. Such accession shall be effected by a 
Declaration deposited with the Secretariat within two months of the 
coming into force of the Covenant. Notice thereof shall be sent to all 
other Members of the League. 

2. Any fnlly self-governing State, Dominion, or Colony not named 
in the Annex may become a Member of the League if its admission is 
agreed to by two-thirds of the Assembly, provided that it shall give 
effective guarantees of its sincere intention to observe its international 
obligations, and shall accept such regulations as may be prescribed by 
the league in regard to its military, naval, and air forces and armaments. 

3. Any Member of the League may, after two years* notice of its 
intention so to do, withdraw from the League, provided that all its 

1 The Covenant of the League constitutes Part I of the Treaties of Peace 
between the Allied and Associated Powers and Germany Qune aSth, 1919), Austria 
(September loth, 1919), Bulgaria (November ayth, 1919), Hungary (June 4th, 
19x0) (amendments to the original Covenant are printed in italics). 

* 
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iimciAticstsal obligadoni md all its oblig^om midtr dus Covenant 
iball have been fulMed at die time of its withdrawal. 

ARTtcts z (BxBcimvE Machinbry) 

The action of the league under this Covenant shall be effected through 
the instrumentality of an Assembly and of a Council, with a permanent 
Secretariat. 

Article 3 (Assembly) 

1. The Assembly shall consist of Representatives of the Members of 
the League. 

2. The Assembly shall meet at stated intervals and from time to time 
as occasion may require at die Scat of the League or at such other place 
as may be decided upon. 

3. The Assembly may deal at its meetings with any matter within 
the sphere of action of the League or affecting the peace of the world. 

4. At meetings of the Assembly each Member of the League shall 
have one vote, and may have not more than three Representatives. 


Article 4 (Councii) 

1. The Council shall consist of Representatives of the Principal Allied 
and Associated Powers,* together with Representatives of four other 
Members of the League. These four Members of the League sliall be 
selected by the Assembly from nme to time in its discretion. Until the 
appointmait of the Representatives of the four Members of the League 
first selected by the Assembly, Representatives of Belgium, Brazil, Spain, 
and Greece shall be members of me Council. 

2 , With the approval of the majority of the Assembly, the Council 
may name additional Members of the League whose Representatives 
shall always be memben of the Council * ; the Council with like 
approval may increase the number of Members of the League to be 
selected by the Assembly for representation on the Coimcil.* 

2 bis,* The Assembly shall fix by a two^thirds majority the rules dealino 
with die election of the non-permanent members of the Council, and particularly 
such regulations as relate to their term of office and conditions of re-eligibility. 

^ '^rhe Principal AUied and Ai^dated Powers arc die following : the United 
States of America, the British Empire, France, Italy, and Japan (sec Preamble 
of the Peace Treaty with Germany). 

* In virtue of this pan^raph of the Covenant, Germany was nominated as a 
Permanent Mtonber of the Cmmcil on Swtember 8th, i^ad. 

* The number of Members of the Council selected by the Assembly was 
increased to six instead of four by virtue of a resolution adopted by the Phird 
Aimembly on September 25th, 19x1. By a resolution taken by the Assembly 
on Sq>tmber 8tn« 1926, die number of members of the Council selected by die 
J^iaembiy was inoteased to nine. 

* This Amaadment came into force July 29di, i9a<$« 
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3* The Council shall meet from time to time as occasbn may require, 
and at least once a year, at the Scat of die League, or at such other ^lace 
as may be decided upon. 

4. The Council may deal at its meeting with any matter within ihe 
sphere of action of the League or affecting the peace of the world. 

5. Any Member of the League not represented on the Council shall 
be invited to send a Representative to sit as a Member at any meeting 
of the Council during the consideration of matters specially affecting 
the interests of chat Member of the League. 

6 . At meetings of the Council, each Member of the League repre- 
sented on the Council shall have one vote, and may have not more dian 
one Representative. 


Article 5 (Voting and Procedure) 

1. Except where otherwise expressly provided in this Covenant or 
by the terms of the present Treaty, decisions at any meeting of the 
A.sscmbly or of the Council shall require the agreement of all the 
Members of the League represented at the meeting. 

2. All matters of procedure at mectmgs of the Assembly or of the 
Council, including the appointment of Committees to investigate 
particular matters, shall be regulated by the Assembly or by the Council 
and may be decided by a majority of the Members of the League repre- 
sented at the meeting. 

3. The first meeting of the Assembly and the first meeting of the 
Council shall be summoned by the President of the Unites States of 
America. 

Article 6 (Secretariat) 

1. The permanent Secretariat shall be cstabhshed at the Scat of the 
League. The Secretariat shall comprise a Secretary-General and such 
secretaries and stafi* as may be required. 

2. The first Secretary-General shall be the person named in the Annex ; 
thereafter the Secretary-General shall be appointed by the Coundl with 
the approval of the majonty of the Assembly. 

3. The secretaries and staff of the Secretariat shall be appointed by 
the Secretary-General with the approval of the Council. 

4. The Secretary-General shall act in that capacity at all meetings of 
the Assembly and of the Council. 

5. The expenses of the League shall be borne by the Members of the League 
in the proportion decided by the Asscntbly.^ 

* This Amendment came into force on August 13th, i9Z4; the paragraph 
originally ran ; 'Die expenses of tlie Secretanat shall be borne by the Member* 
of the League in accordance with the apportionment of the expenses of the 
Intematioml Bureau of the Universal Postal Union.” 
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Mtsctfi 7 (Seat. Quauhcahons poe OmaAts. Immunthes) 

r. The Scat of the League is established at Geneva. 

а. The Council may at any dme decide that the Seat of the League 
shall be established elsewhere. 

3. All positions under or in connection witii the League, including 
the Secretariat, shall be open equally to men and women. 

4. Representatives of me Members of the League and officials of the 
League when engaged on the business of the League shall enjoy diplo- 
matic privileges and immunities. 

5. The buildings and other property occupied by the League or its 
officials or by Representatives attending its meetings shaU be inviolable. 

Articu 8 (Reduction op Armaments) 

1. The Members of the League recognise that the maintenance of 
peace requires the reduction of national armaments to the lowest point 
consistent with national safety and the enforcement by common action 
of international obligations. 

2. The Council, taking account of the geographical situation and 
circumstances of each State, shall formulate plans for such reduction for 
the consideration and action of the several Governments. 

3. Such plans shall be subject to reconsideration and revision at least 
every ten years. 

4. After these plans shall have been adopted by the several Govern- 
ments, the limits of armaments therein fixed shall not be exceeded 
without the concurrence of the Council. 

5- The Members of the League agree that the manufacture by private 
enterprise of munitions and implements of war is open to grave objec- 
tions. The Council shall advise how the evil effects attendant upon 
such manufacture can he prevenred, due regard being bad to the 
necessities of those Members of the League which arc nor able to 
manufacture the munitions and implements of war nccessar)" for their 
safety. 

б. The Members of the League undertake to interchange full and 
frank information as to the sc 3 c of their armaments, their military, 
naval, and air programmes and the condition of such of their industries 
as arc adaptable to warlike purposes. 

Akticle 9 (Permanent Meutary Commission) 

A permanent Commission shall be constituted to advise the Council 
on the execution of the provisions of Arts, i and 8 and on military, 
naval, and air questions generally. 

Articxe 10 (Guarantees against Aggression) 

Hie Members of the League undertake to respect and preserve as 
against external aggression the territorial integrity and existing political 
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iQcicpctiticnce of aU Members of the Leaguei In case of any mch 
A^cssioti or in case of any threat or danger of such aggression the 
Council shall advise upon the means by whidb this obligation shall be 
fulfilled, 

Articxb n (Action in Case op War or Danger of War) 

1. Any war or threat of war, whether immediately aficcring any of 
the Members of the League or not, is hereby declared a matter of 
concern to the whole League, and the League shall take any action that 
may be deemed wise and effectual to safeguard the peace of nations. 
In case any such emergency should arise the Secretary-General shall on 
the request of any Member of the League forthwith summon a meeting 
of the Council. 

2. It is also declared to be the friendly right of each Member of the 
League to bring to the attention of the Assembly or of the Council any 
circumstance whatever affecting international relations which threatens 
to disturb international peace or the good understanding between 
nations upon which peace depends. 

Article 12 (Disputes to be Submitted to Arbitration or Inquiry) ^ 

1 . The Members of the League agree that, if there should arise between 
them any dispute likely to lead to a rupture, they will submit the matter 
either to arbitration or judicial settlement or to inquiry by the Council, 
and they agree in no case to resort to war until three months after the 
award by the arbitrators or the Judicial decision, or the report by the 
Council 

2. In any case under tliis Article, the award of the arbitrators or the 
judicial decision shall be made within a reasonable time, and the report 
of the Council shall be made within six months after the submission of 
the dispute. 

Article 13 (Arbitration of Disputes) ^ 

1. I’hc Members of the League agree that, whenever any dispute 
shall arise between them which they recognise to be suitable for sub- 
mission to arbitration or judicial settlement, and winch cannot be satis- 
factorily settled by diplomacy, they will submit the whole subject- 
matter to arbitration or judicial settlement. 

2. Disputes as to the mterpretation of a treaty, as to any question of 
inremational law, as to the existence of any fact which, if established, 
would constitute a breach of any international obligation, or as to the 
extent and nature of the reparation to be made for any such breach, 
are declared to be among tliose wliich arc generally suitable for sub- 
mission to arbitration or judicial settlement. 

3. For the consideration of any such dispute, the court to whkh the case is 
referred shall be the Permanent Court of International Justice, established in 

^ The Amendments in italics came into force on September aCtli, 1924- 
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4 * The ^mben of ^ League agree mat they will carry out in full 
g<^ faidi any award or ^ctsion that may be rendered, and that they 
will not resort to war against any Member of the League that complies 
therewith. In the event of any failure to carry out such an awaid or 
ikeismt the Council shall propose what steps should be taken to give 
cflfccc thereto, 

AaxiciE 14 (Pebmanbnt Court of l^r^ESlNATIONAt Justice) 

The Council shaU formulate and submit to the Mcmbcn of the 
League for adoption plans for the establishment of a Permanent Court 
of hitcmationai Justice. The Court shall be comi^etent to hear and 
determine any dispute of an international character which the panics 
thereto submit to it. The Court may also give an advisory opinion 
upon any dispute or question referred to it by the Council or by the 
Assembly, 

Article 15 (Disputes not Submitted to Arbitration) ^ 

1. If there should arise between Members of the League any dispute 
likely to lead to a rupture, which is not submitted to arbitration or 
jt 4 didal settlement in accordance with Article 13, the Members of the 
League agree that they will submit the matter to the Couucj], Any 
party to dhe dispute may effect such submission by givmg notice of 
the existence of the dispute to the Secretary-General, who will make 
all necessary arrangements for a full investigation and consideration 
thereof. 

2. For this purpose the parties to the dispute will communicate to 
the Sccrctary-GcneraL as promptly as possible, statements of their case, 
with all the relevant facts and papers, and the Council may forthwith 
direct the publication thereof. 

3. The Council shall endeavour to effect a settlement of the dispute, 
and if such efforts arc successful, a statement shall be made public giving 
such facts and explanations reading the dispute and the terms of 
settlement thereof as the Council may deem appropriate. 

4. If the dispute is not thus setded, the Council cither imanimously 
or by a majority vote shall make and publish a report containing a 
statement of the facts of the dispute and the rccommcndariom which 
are deemed just and proper m regard thereto. 

5. Any Member of the League represented on the Council may make 
public a statement of the facts of the dispute and of its conclusions 
regarding die same. 

d. If a report by the Council is unanimously agreed to by the members 
thereof other than the Representatives of one or more of the parties to 
the dispute, the Members of the League agree that they will not go to 

^ The Amandmetits in italics came into force on September idth, 
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war wiill any naity to the dispute whicdi complies with the recom-- 
mendations of the report* 

7. If the Coundi fails to reach a report which is unanimously agreed 
to by the members thereof, other than the Representatives of one or 
more of the parties to the dispute, the Members of the League reserve 
to themselves the right to take such action as they shall consider neces- 
sary for the maintenance of right and justice. 

8. If the dispute between the parties is claimed by one of them, and 
is found by the Council to arise out of a matter which by international 
law is solely within the domestic jurisdiction of that parry, the Council 
shall so report, and shall make no recommendation as to its settlement. 

9. The Council may in any case under this Article refer the dispute 
to the Assembly. The dispute shall be so referred at the request of either 
party to the dispute, provided that such request be made within fourteen 
days after the submission of the dispute to the Council. 

10. In any case referred to the Assembly, all the provisions of this 
Article and of Article 12 relating to the action and powers of the Council 
shall apply to the action and powers of the Assembly, provided that a 
report made by the Assembly, if concurred in by the Representatives 
of those Members of the League represented on the Council and of a 
majority of the other Members of the League, exclusive in each case 
of the Representatives of the parties to the dispute, shall have the same 
force as a report by the Council concurred in by all the members thereof 
otlicr than the Representatives of one or more of the parties to the 
dispute. 

Article t6 {“ Sanctions of the League) 

I. ' Should any Member of the League resort to war in disregard of 
its covenants under Article 12, 13, or 15, it shall ipso facto be deemed to 

^ sufficient ratifications have been received this paragraph will be replaced 

by the following four: 

Should any Member of tl)e League resort to war in disregard of its covenants 
under Arts, iz, 13, or 15, it shall ipso facto be deemed to have committed an act 
of war against all otlier Members of the League, which hereby undertake im- 
mediately to subject it to the severance of all trade or financial relations, and to 
prohibit all intercourse at least between persons resident within their territories 
and persons resident within the territory of the covenant-breaking State and, if 
they deem it expedient, also between their nationals and the nationals of the 
covenant-breaking State and to prevent all financial, commercial or personal 
intercourse at least between persons resident within the territory of that State 
and persons resident within the territory of any other State, whether a Member 
of the League or not, and, if they deem it expkiient, also between the nationals 
of dial State and tlie nationals of any other State whetlier a Member of the League 
or not- 

It is for the Council to give an opinion whether or not a breadi of the Covenant 
has taken place. In deliberations on this question in the Council, the votes of 
Members of the League alleged to have resorted to war and of Members against 
whom such action was directed shall not be counted. 

The Council will notify to all Members of the League the date which it recom- 
mends for the application of the economic pressure under this Article. 

Nevertlielcss, ^e Council may, in the case of particular Members, postpone the 
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lt4V^ cosmuiitted an act q£ war against gJUi other Members o£ the League, 
fwhkh hettby un 4 make immediately to subject it to the severance of 
all trade or inancial relations, the prohibition of all intercourse between 
their nationals and the nationals of the covenant**breaking State, and 
the prevention of all financial, commercial or personal intercourse 
between the nationals of the covenant-breaking State and the nationals 
of any other State, whether a Member of the League or not. 

a. It shall be the duty of the Council in such case to recommend to 
the several Governments concerned what effective military, naval, or 
air force the Members of the League shall severally contribute to the 
armed forces to be used to protect the covenants of the League. 

3. The Members of the League agree, further, that they will mutually 
support one another in the financi^ and economic measures which arc 
taken under this Article, in order to minimise the loss and inconvenience 
resulting from the above measures, and that they will mutually support 
one another in resisting any special measures aimed at one of dieir 
number by the covenant-breaking State, and that they will take the 
necessary steps to afford passage through their territory to the forces 
of any of the Members of the League which are co-operating to protect 
the covenants of the League. 

4. Any Member of the League which has violated any covenant of 
the League may be declared to be no longer a Member of the League 
by a vote of me Council concurred m by the Representatives of all 
the other Members of the League represented thereon. 

Article 17 (Disputes with Non-Members) 

1. In the event of a dispute between a Member of tlic League and a 
State which is not a Member of the League, or between States not 
Members of die League, the State or States not Members of the League 
shall be invited to accept the obhgations of Membership 111 the League 
for the purposes of such dispute, upon such conditions as the Council 
may deem just. If such invitation is accepted, the provision of Articles 
12-16 inclusive shall be applied with such modifications as may be 
deemed ncccsisary by the Council. 

2. Upon such invitation being given the Council shall immediately 
mstitttte an enquiry into the circumstances of the dispute and recommend 
such action as may seem best and most effectual in the circumstances. 

3* If a State so invited shall refuse to accept the obligations of member- 
ship in the League for the purposes of such dispute, and slialJ resort to 
war against a Member of the League, the provisions of Article 10 shall 
be applicable as against the State taking suA action. 

4. If both parties to the dispute when so invited refuse to accept the 
obligations of membership in the League for the purposes of such 

coming into force of any of these measures for a spedBed period where it is 
emhM that such a postponemenl will facilitate the attainment of tl\« object of 
the measures referred to in the preceding paragraph, or that it is necessary in order 
to minimise the loss and inconvenience whicli will he caused to such Members. 

mo 



Appendix I 

dispcite, fhc Council may take such measures and make such rccom^f 
mendations as will prevent hostilities and will result in the settlemmt o£ 
the dispute. 

Airticub 1 8 (Registration and Pubucation op all Future Treaties) 
Every treaty or international engagement entered into hereafter by 
any Member of the League shall be forthwith registered with the 
Secretariat and shall as soon as possible be published by it. No such 
treaty or international engagement shall be binding until so registered. 

Article 19 (ILeview op Treaties) 

The Assembly may from time to time advise the reconsideration by 
Members of the League of treaties wliich have become inapplicable 
and the consideration of international conditions whose continuance 
might endanger the peace of the world. 

Articie 20 (Abrogation op Inconsistent Obligations) 

1. The Members of the league severally agree that this Covenant is 
accepted as abrogating all obligations or understandings inter se which 
are inconsistent with the terms thereof and solemnly undertake that 
they will not hereafter enter into any engagements inconsistent with the 
terms thereof 

2. In case any Member of the League shall, before becoming a 
Member of the League, have undertaken any obligations inconsistent 
with the terms of this Covenant, it shall be the duty of such Member 
tf) take immediate steps to procure its release from such obligcations. 

Article 21 (Engagements that Remain Valid) 

Nothing in the Covenant shall be deemed to affect the validity of 
iiiremational engagements, such as treaties of arbitration or regional 
understandings like the Monroe doctrine, for securing the maintenance 
of peace. 

Article 22 (Mandatories, Control op Colonies and Territories) 

1. To those colonies and territories wiiich as a consequence of the 
late war have ceased to be under the sovereignty of the States which 
formerly governed them and which arc inhabited by peoples not yet 
able to stand by themselves under the strenuous conditions of the 
modem world, there should be applied the principle that the well-being 
and development of such peoples form a sacred trust of civilisation and 
that securities for the performance of this trust should be embodied in 
this Covenant. 

2. The best method of giving practical effect to this principle is that 
the tutelage of such peoples should be entrusted to advanced nations 
who by reason of their resources, their experience, or their geographical 
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and by a majority of the Members of the League whose Representatives 
compose the Assembly, 

2. No such amendment shall bind any Member of the League which 
signifies its dissent therefrom, but in that case it shall cease to be a Member 
of the League. 


(h) MEMBERSHIP OF THE LEAGUE ' 

Conditions of membership of the League are governed by Article t, 
Article i6 (4), and Article 17 (i) of the C'ovcnant of the League of 
Nations. 

The membership of the League in 1934 and the date of entry of 
Members mto the League are as follows : 


Abyssinia 

Afghanistan 

Albania 

Argentine Republic 
^Australia 
t Austria 
^BeliijUim 
^Bolivia 
Bulgaria 
^Canada 
fChile . 

Cdiina 
Colombia 
Cuba . 

■^Czechoslovakia 
Denmark 
Estonia 
Finland 
* France 


September 28th, 1923. 
September 26th, 1934 
ISecembcr i6th, 1920. 

jal) iHth, 1919 
January 10th, 1920, 
December 16th, 1920 
januaiy loth, 1920. 
Januar\ loth, 1920. 
December i6th, 1920 
lamiary 10th, 1920 
November 4ib, n>i9. 
filly lOtli, 1920. 
Februarv 16th, 1920 
March 8th, 1920 
January loth, 1920. 
March Sth, 1920. 
Seprcmbei 22 ikI, 1921 
December i6th, 1020 
laniiary 10th, 1920. 


votes (jf all the Vlembers of the (.mnicil rt presented at the frieeting, n ill take elFect 
when ratified by the Members of t! e I eapuc wlx^sc Hej)rescntciuves eomposed the 
Council wlien the \ote uas taken and by the majority of those whose Uepre- 
senta lives form the Assembly, 

If die required number of ratifications shall not have been obtained wnhin 
uventy-two months after the vote of the Assembl>, the proposed anundtmm 
shall remain without effect. 

'Fhe Secrctary-f General shall inform the Members of die taking effect of an 
amendment, 

Aaiy Member of fhe League which has not at that time ratified the amendment 
IS free to notify die Sccretar> -General within a year of its refusal to accept it, but 
in that case it shall cease to be a Member of the League. 


^ For withdrawals and new members between 1934 and 1938 see oppositt page. 
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tGcrmany ... 

. September 8th, 1926. 

Greece .... 

. March 30th, 1920. 

t^Guatemala .... 

. (anuary loth, 1920. 

Haiti ..... 

. June 30th, 1920. 

Holland .... 

. March 9th, 1920. 

j'Hoiiduras .... 

. November 3rd, 1920. 

Hungary .... 

. September i8th, 1922. 

’^India ..... 

. January lOth, 1920. 

Iraq ..... 

. October 3rd, 1932. 

Irish Free State 

. September loth, 1923. 

t*Ita1y 

. January loth, 1920. 

t Japan 

. January 10th, 1920. 

Latvia .... 

. September 22nd, 1921 

Liberia .... 

. June 30th, 1920. 

Lithu.ini.1 .... 

. September 22nd, 1921 

Luxemburg 

. December T6th, 1920. 

Mexico .... 

, September I2th, 1931. 

*Ncw Zealand 

. January loth, 1920. 

t Nicaragua .... 

. November 3rd, 1920. 

Norway .... 

. March 5th, 1920. 

*Panaina .... 

. January 9fh, 1920. 

fParaguav . . . . 

. December 26th, 1919. 

Persia ..... 

. November 21st, 1919. 

^Perii ..... 

. january 10th, 1920. 

^Poland .... 

. January loth, 1920. 

Portugal .... 

. .April 8th, 192a. 

Rournarua .... 

. April 8th, 1920. 

Santo Domingo . 

. September 29th, 1924. 

|San Salvador 

. March loth, 1924. 

Serb-Croat-Slovcne State 

. February loth, 1920. 

*Siain ..... 

, January loth, 1920. 

*Snuth Africa 

. january 10th, 1920. 

’^Spain . . . . 

. January lOth, 1920. 

Sweden . . . . 

. March yrh, 1920. 

Switzerland 

. March 8th, 1920. 

1 tirkey . . . . 

. july 1 8th, J932. 

’‘^United Kingdom 

. January loth, 1920. 

* Uruguay . . . . 

. january loth, 1920, 

U.S.S.R 

. September i 8 rh, IU34. 

Venezuela . . . . 

. March 3rd, 1920. 

* An asterisk deiunes diat the State was an original Member of tlie League. 

I The following States h.ad given notice of wididru\^al prior to July 19^8 : 

1926 Brazil. 19-^5 

Paraguay. 

1927 Costa Rica. 1936 

Honduras, Nicaragua and Guatemala. 

lapan and Germanv. 19 ^ 7 

Italy and San Salvador. 

*938 

Austria and Chile. 

Egypt joined in May 1937. 
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THE CONQUEST OF ABYSSINIA 

It was written in the first edition of this study (see page 728), that 
as it went to press “ an Italian-Abyssinian dispute seemed slowly but 
surely to be assuming serious proportions.” The forecast was justified, 
although it was not appreciated by the world at that time that Signor 
Mussolini, with a duplicity which is almost disarming in its complete- 
ness, whilst he professed to be ready to negotiate at Geneva, was deter- 
mined that the issue must end in something resembling the annexation 
of Abyssinia. The long prepared nature of the campaign has since 
been fully revealed by die publication of the book Anno XIII by 
Marshal Dc Bono with a foreword by the Ducc. 

During 1935 a powerful Air Force, a mechanized Army, and numerous 
Labour Corps were passed through the Suez Canal and disembarked, 
some at Massawah in Eritrea, and some at Mogadishu in Italian 
Somaliland, These forces advanced on Addis Ababa, the capital of 
Abyssinia, situated some four hundred miles from the coast on the 
high plateau which forms the central feature of Ethiopia. 

The Abyssinians, virtually unarmed except with a miscellaneous 
collection of rifles, and unable — thanks to the League decision to ban 
die export of arms to both belligerents — to obtain an)' significant 
quantity of armaments from outside, suffered from the further dis- 
advantage that, at the moment when Mussolini determined to destroy 
their independence, they were emerging from feudalism, under the 
leadership of that remarkable man, the Emperor Haile Selassie. Given 
another fifteen years of peace and of that friendly co-operation and 
help of Western Powers, which he was willing, and indeed anxious 
to accept, there is every reason to believe that the Emperor would 
liave succeeded in Westernizing his country, and bringing under the 
control of the central or Amharic Govemment die proud and turbulent 
Rasc.s (chiefs), who lived in barbaric and squalid independence in the 
outlying provinces of the country. 

It is also testified by competent persons that Haile Selassie was making 
steady progress in the abolition of slavery when the bolt fell from the 
blue skies of the Mediterranean, and destroyed — for the time being — 
aU hopes that the world might one day sec a self-respecting and respected 
Sovereign state run by black men. In view of what has happened in 
Abyssinia, it is worth recording that in 1923, when Abyssinia applied 
for full membership of the League, her application was opposed by 
Great Britain, on the grounds that she was not a fully civilized and 
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compact sovereign state, whilst it was warmly sponsored by the Italian 
delegate for precisely opposite reasons. 

From a military point of view, the principal tactical obstacles which 
confronted the Italians were physical. They had to make roads into 
the mountains and operate in terrific heat during the summer, and in 
torrential rains during the winter. Strategically everything depended 
upon two factors : 

1. I'hat the Italian forces should be free to use the Suez Canal. 

2. That Italy should be able to purchase in the world market supplies 

of oil fuel for her aircraft and mechanical transport. 

Had cither of these requirements not been fulfilled, the world would 
probably have witnessed in Abyssinia one of the most tremendous 
military disastcTS of all time. In these circumstances Mussolini created 
a situation in which it was obvious that, if the League did close the 
Canal or cut ofi supplies of oil fuel, he was practically faced with the 
alternatives of abject surrender or of precipitating a world war. When 
he mobilized tSoo,ooo men in Italy in the autumn of 1935, it was fairly 
clear which alternative he would choose. 

Assuming that the Abyssinians were not to receive any outside help, 
they had one faint chance of defeating the armada of all arms which 
was launched against them, and that was the rigid adoption of guerilla 
warfare tactics, such as were used so successfully by the Boers against 
the British in the closing months of the Boer War (1900-1901). Up to 
a point they adopted these tactics, and with some success, but when 
the Italians began to use poi.son gas in direct contravention of their 
international pledges, the Abyssinian cause w'as lost. They had no 
aircraft, no anti-aircraft w'capons, and no medical services, other than 
the minute assistance which could be given them by the devoted efforts 
of the ambulance columns sent out by various countries through the 
International Red Cross. These Red Cross units were repeatedly 
bombed by Italian planes. 

During the spring of 1936, the two Italian columns pushed forward 
ill their scissors-like movement on Addis Ababa, and military progress 
was accompanied by political action in the shape of the disbursement 
of funds to the disaffected chiefs. Most of the fighting on the ItaHan 
side, at any rate in its early stages, was done by native troops from 
Libya, Lritrea and Italian Somaliland. 

I’hc core of the Abyssinian army, such as it was, consisted of the 
Royal Guard of 10,000 men, and when this body was defeated in a 
pitched battle at Kworam in April 1936, Haile Selassie became a fugitive. 
He escaped with a few personal attendants, and boxes of treasure, to 
Djibouti, thence he was given a passage in an English cruiser to Palestine, 
from whence he went into exile in Great Britain. 

Oil May 5th, 1936, the Italian armed forces, under Marshal Badoglio, 
occupied Addis Ababa, the overgrown village which had become the 
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seme of confused rioting, piJli^c and anon after the collapse of the 
Government. 

On JMay 13 th, Italy notified the Powers of the annexation of 
Abyssinia, and shortly afterwards the creation of an Italian Empire 
was announced in Rome, Parallels were drawn between this event 
and the foundation of the Roman Empire of antiquity. The Italian 
King assumed the title of King-Emperor, and it was indicated that 
the conquest of Abyssinia was but one step along a journey whose 
goal was a new Roman empire of unspecified size and power. Mussolini 
unveiled a tablet with an inscription to this effect. 

The British Government frigidly informed the world that circum- 
stances had made it necessary to review and strengthen permanently 
its defensive position in the Mediterranean area. 

On June ist, a proclamation was issued of which the outstanding 
points were as follows : 

The Italian East African Empire would be governed by a Governor- 
General, with headquarters at Addis Ababa. Five subsidiary Govern- 
ments were to be set up, viz. : Eritrea, Somaliland, Amhara, Galla 
and Sidamo, and Harar. Plans were to be made for the emigration of 
4 to 5 million Italians to Abyssinia between 1936-46. 

Since the middle of 1936, a veil of impenetrable censorship has 
shrouded events in Abyssinia. It was lifted for a moment in July and 
August, when Rome admitted that two attacks on Addis Ababa had 
been reported, and it was beheved that the Italians were makmg ready 
to send out columns to subdue the wide areas of the West which were 
still unconquered. The Emperor claimed diat he was in touch with a 
ie facto Government at Gore, in Western Abyssinia. In September 1936, 
the British Government withdrew its Consul from this remote outpost, 
and it must be assumed that this action reflected a view that the 
Abyssinian Govenimcnt had ceased to exist in Ethiopia, even though 
at its autumn meeting the League refused to expel the Emperor's 
representative from the Assembly. 

Authentic details concerning the military casualties and so forth are 
still unknown, and the losses on the Abyssinian side may never be 
known. They included a large number of civilians, so far as it is 
possible to distinguish between fighting men and non-combatants m 
that warlike country. The Italians admitted a total of 2800 killed 
(white troops). Such information as exists points to the fact that the 
turning-point in the operation came when the Abyssmians were sub- 
jected to gas attack. Such an attack is serious, even when launched on 
troops provided with modern weapons of gas-dcfcnce, and mustard 
gas sprayed from the wings of aeroplanes on the naked bodies of 
Africans was decisive. It was also bestial and shocked such remnants 
of world conscience as srill continued to exist. On December 17th, 1936, 
it was announced from Rome that the last of the Rases who was 
resisting to any extent had surrendered with 1500 men. 
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THE COLONIAL PROBLEM 
Foreword 

This Appendix in notebook form on the Colonial Problem is in 
two parts. In the first I have set forth an outline of the relevant facts. 
I believe them to be accurate. In the second part I have drawn some 
conclusions. Ocher people may be able to draw different conclusions. 
I will, however, anticipate one conclusion by remarking that to say 
that unless Germany is given colonies there can be no peace is no greater 
contribution to the solution of the problem than if we said : “ Unless 
Germany stops demanding colonies there will be no peace.” In- 
cidentally, if we were a totalitarian state I imagine we should be saying 
something like that. We might also be pointing out that we arc not 
the only Colonial Power. 

Part 1 

{a) The German Colonics in 1914 consisted : in Africa, of German 
East Africa (now Tanganyika), German S.W. Africa, Togoland, the 
Cameroons; in the Pacific, the Marshall, Marianne and Caroline 
Islands, N.E. New Guinea and the Bismarck Archipelago, Samoa, 
Solomon Islands and Nauru. The total number of Germans resident 
in these colonics in 1913 was 20,008. Of these, 11,140 were in S.W. 
Africa. Immediately before the War about one-half of i per cent, of 
Germany’s export and import trade was with her colonies. 

(/)) At the Peace Settlement of 1919, the Allies having defeated 
Germany in war seized her colonics and subsequently classified them 
as mandates. By way of justification the AUies declared that *. ” The 
native inhabitants of the German Colonics arc strongly opposed to 
being again brought under Germany’s sway, and the record of German 
rule, the traditions of the German Government and the use to wliich 
these colonies were put as bases from which to prey upon the com- 
merce of the world, made it impossible for the Allied and Associated 
powen to return them to Germany or entrust to her the responsibility 
ibr the training and education of their inhabitants.” 

In S.W. Africa the German treatment of the natives was barbarous. 
In the other colonics the administration was good. It is undeniable 
that the Nazi doctrines make it impossible for me nadves in any future 
German colony to be admitted to full German citizenship. No black 
or ydiow man can be a Nordic. 
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(c) The Allies, partly in deference to the views of the American 
Government, partly as a consequence of the new attitude towards 
international problems reflected in the Covenant of the League, an- 
nounced that the ceded colonies would be treated as mandated territories 
and held in trust for the native peoples. Since 1919, Iraq has left the 
mandatory stage and become a sovereign state ; Syria is in process of 
evolving in die same direction. 

(d) During the past two yean a movement has been growing in 
Germany in favour of the view that Germany must have colonics. It 
sometimes appears as a demand for the colonies which were “ stolen 
from Germany, at other times it is a general demand for colonics. In 
his book Mein Kampf, which is still regarded in Germany as the Bible 
of the Nazi movement, Herr Hitler soft pedals Germany’s need for 
colonics. He has since lifted his foot. 

(e) The reasons advanced by Herr Hitler and other German leaders 
in support of the demand for colonies include : 

i l) Germany’s need of raw material ; 

2) Oudet for surplus population ; 

(3) Prestige and international stams. 

We will deal with each of these arguments in turn. 

(/) The report of the Committee for die study of the Problem of 
Raw Materials (Document A.27 1937 II.B) showed conclusively that 
** most raw materials are produced wholly or to a great extent in 
sovereign countries,” that “ the total present population of all com- 
mercially important raw materials in all colonial territories is no more 
than 3 per cent, of world production,” and that ” it is clear diat colonial 
raw-material production does not represent more than a relatively 
unimportant proportion of total world production.” 

As regards alleged difficulties of buying raw materials it is easy to 
show that the sale of colonial produce is not restricted, and that the 
producers of colonial produce (e.g. rubber) spend most of their time 
complaining about low prices. The Germans declare that though 
prices may be suitable, Germany lacks foreign exchange. Each reader 
must decide for himself to what extent Germany’s shortage of exchange 
is due to her own economic policy of self-sufficiency and her rearmament 
programme, and to what extent she is an innocent victim of the general 
world economic situation. Incidentally, German imports of raw materials 
needed for armaments have increased greatly during 1937, Rubber, 
for example, has risen 64 per cent, compared with 1936. It is worth 
noticing mat the United States, Poland,^ Czechoslovakia and Japan arc 
all industrial states consuming (for example) rubber, a raw material 
nearly all grown under British or Dutch sovereignty. They are not 
saying they camiot obtain supplies. 

{^) As regards population outlets, there is no evidence to support 

^ Poland has thrown out a few hints tliat she is interested in having coloiik^. 
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tiic view that iknsity of poptdation per square mile is a £u:tor of im- 
portance in a national economy, or that colonics provide “ outlets " 
for so-called surplus population, when a country is industrialized. In 
i8oi Great Britain supported a population of 13 millions ; to-day it is 
45 millions. Germany has shown a similar increase. The following 
figures are instructive. The figure in parentheses after each country is 
the population per square mile: Belgium (702), Netherlands (627), 
Great Britain (468), England alone (742), Japan proper (437), Germany 
(366), Italy (358), France (192), United States (36).^ It should be noted 
that the white population of the Belgian Congo is about 18,000, of 
whom 12,000 arc Belgians, and that after some forty-five years of 
colonizing by the British in Kenya the white population is approximately 
20,000. The notion that possession by Germany of areas of tropied 
Africa would provide “ homes ** for thousands of Germans is fantastic, 
A German is as free as any Englishman to settle to-day in a British 
colony. 

{h) Next comes the question of prestige. It is undeniable that if an 
Englishman opened his paper to-morrow and learnt that the whole 
of the British Colonial Empire had been transferred (say) to Denmark 
he would experience a sense of personal loss. He would feel that he 
had been deprived of valuable property. He might find it hard, if not 
impossible, to show in his personal accounts exactly where and how 
the loss had occurred. Similarly, a Danish farmer waking up to find 
that he now owned ” Jamaica, Ceylon, Kenya, Malta, etc., might 
find some difficulty in discovering how this alleged accession of wedth 
would increase his income or peace of mind. 

The truth is tliat the majority of the inhabitants of colony-owning 
countries are as incapable of explaining exactly why tliey want to keep 
their colonics as the inliabitants of the countries without colonies are 
of stating why they want to get diem. 

A German will say : “ If colonies arc as economically valueless as 
many English declare, why don’t you give us a few ? ” The Englishman 
does not usually know the answer because, as will be shown in a moment, 
the wrong question lus been put. 

(j) The true value of colonies can be considered from two points of 
view. But before wc attempt this assessment it is necessary to point 
out that there is a great difference in pohtical status between the various 
areas which can be classified as colonial. The island of Ceylon, for 
example, is well on its way to something approaching dominion status, 
and United Kingdom merchants have made bitter complaint that the 
British Colonial Office has not forced the Cingalese to accept a com- 
mercial pohey giving special privileges to British exporters. Kenya is 
another area where the local (white) residents are less and less disposed 

1 Czechoslovakia is a sliade less densely populated than Germany, but has 
not demanded colonies. Japan is “ colonizing ” China ; one day China may 
claim the right to colonize Japan. 
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to accept admiiuscration lirafted in WHcdbalL Broadty speakings tlie 
history of the British Colonial Empire has been one of free trade and 
equal opportunity for all, with progress towards self-government, 
although this proud record of evolution has been checked of recent 
years under pressure of the prevailing forces of economic nationalism. 

The value of colonies must be considered as being in part economic 
and in part strategic. They have an economic vdue in so much as 
imports into the colony are more likely to be made from the Mother 
Country than from a foreign country. For instance, if a new dynamo 
is needed in Nairobi or Singapore, it is more likely to be bought in 
Manchester than in Berlin. But the colonial trade is a negligible fraction 
of world trade. All the trade of all the colonial areas is about lo per 
cent, of the world trade. The possession of colonies provides a certain 
number of administrative jobs and commercial posts for a limited 
number of young men from the home country. 

It is when we come to the strategic value of colonics that to use a 
slang phrase we tap the milk in the coconut. 

In a world in which international relations are based on 

FORCE, IN SHORT IN A WORLD OP POWER POLITICS, ColoniCS arC of thc 
utmost strategic value for all or any of thc following purposes: 
(a) Naval and air bases ; {b) recruiting of native troops ; (c) closing 
supplies of raw materials to thc enemy and paying for them in war- 
depredated currency for oneself. Of these (<j) is the more important. 

The seizure by the Allies in 1914 of thc German overseas bases was 
correct strategy in power politics, and even without bases die German 
cruisers did much damage. The possession by Italy of Abyssinia will 
gravely menace the route to thc Far East ana India and the safety of 
Kenya if the Italians can subdue the country and organize a nadve 
army and air and naval bases. Thc same arguments apply to the inclusion 
of Tanganyika in the Third Rcich.^ 

Part II 

Although thc remarks in Part I of this note arc necessarily a summary 
of a large subject, enough has been written to show that thc so-called 
“ Colonial Question ” is part of a much larger issue. If we arc doomed 
through thc collective and evil ignorances of men to live in a world 
in which national sovereignty is thc supreme end and purpose of society, 
a world in which destructive forces are thc sole arbiter of our destinies, 
then thc political control of overseas territories by a European power 
is an asset to that power in any clash which may take place in thc 
struggle for existence between sovereign states. If gangster practices 
arc to prevail amongst nations, one can but hope to preserve oneself 

^ If this occurred in a world of power politics it would hardly be fair to expect 
the Germans to leave defenceless an area which we are told will produce raw 
materials vitsd to Germany. In such a world Mussolini is logical in striving for 
the dbminance of the Mediterranean and we are logical in saying he can’t have it 
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by making and keeping oneself stroM, even though history shows 
that such a peace* wmch is founded on mghtening odwrs, is an unstable 
and uncertain thing. 

But if we may suppose that the nations of the world, warned by the 
tragedy of 1914-18, groaning under the burden of armaments, restricted 
in the improvement of the standard of life by arbitrary hindrances to 
trade, were to decide to organize peace on the basis of collective security 
and a real respect for international engagements, the question of colonies 
and raw materials would clearly come under review. In such a world— 
and let us be quite clear on this point : that world cannot exist until 
all the great powers adhere to democratic principles in international 
life, as do for example the U.S.A., the Scandinavian countries, France 
and the British Commonwealth — I would agree, to take a concrete 
case, that a colonial power should not be allowed to restrict exports 
from its colonics to any other power in case of dispute, unless the 
restriction was authorized by an international tribunal which had judged 
the case. I would agree that all colonial trade should be free trade, and 
I would be prepared to investigate the possibiUty of joint mandates. 
But in such a world, disarmament would be practice, trade would 
become progressively free, migration would be unhampered, inter- 
national investment would flourish, currencies would be stabilized, 
national sovereignties would gradually be rationalized into international 
authority, and the Colonial Problem would cease to exist, just as the 
problem of the border-raids between England and Scotland has dis- 
appeared. If, however, all this is a dream, then so should be the pro- 
position that we should hand over potential military bases to states 
whose whole policy is based on power politics, and often appears to 
menace democratic states. 

I would pay a large price, including substantial “ colonial concessions,** 
to ensure the return of Germaiw to the comity of democratic nations, 
and the rule of Law in world affairs. 

Of the complete change of outlook in Nazi policy, which would be 
necessary before this could occur, I can see no sign. Perhaps these 
signs will be vouchsafed to us before the expiration of the six years 
which Herr Hitler seems to expect must elapse before the problem is 
settled {vide his speech at Augsburg, 21st November 1937). 
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1913. 

January. 

6 Suspension of Balkan War. Peace Conference in London. 

Ii Last horse omnibus ran in the streets of Paris. 

15 Women eligible as Fellows of the Royal Geographical Society. 

16 Irish Home Rule Bill read a third rime in the Commons and 

carried by 367 votes to 257. 

17 M. Poincar^ became President of the French Republic. 

18 Doctors agreed to work the Insurance Act. 

28 First Legislative Council Meeting at Delhi. 

February. 

3 The Balkan War resumed. 

March. 

4 President Woodrow Wilson inaugurated at Washington. 

Orders issued under the Aerial Navigation Act prohibiting dying 

over certain areas, mostly places of naval or military importance. 

5 Twenty-sixth English airman killed. 

6 Tercentenary of the accession of the Romanoff dynasty celebrated 

in Russia. 

II French airman established a height record of 19,686 feet. 

17 Prince of Wales visited Germany. 

May. 

5 The Times reduced the price of its single copies to 2d. 

13 Balkan States agreed to cease fighting and attend Conference in 
London. 

17 Austro-Hungarian Govcnimcnt began the discharge of Reservists. 

19 Visit of the King and Queen to Germany. 

24 (Empire Day.) 

Wedding of Princess Louise of Prussia and Prince Ernst August of 
Cumberland in Berlin. The Czar and King George V present. 
End of the feud between Houses of Guelph and Hohenzollem. 
26 First appointment of a woman as magistrate. 

30 The Treaty of Peace between the Balkan Allies and the Porte signed 
at St. Jameses Palace. 

Jme. 

4 Suffragist killed attempting to stop the King’s horse in the Derby. 
16 Celebration of the 25m anniversary of the accession of the German 
Emperor, 
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mh 

July. 

3 Ruinania decided to mobilize. 

10 Rumania declared war against Bulgaria. 

August. 

2 Serious rioting at Cawnporc ; thirteen rioters and one policeman 

kOlcd. 

3 Declaration of Italian neutrality. 

9 Peace signed at Bucharest between Bulgaria, Rumania, Serbia and 
Montenegro. 

12 Board of Trade report showed cost of living in the United Kingdom 
had risen between 1905 and 1912 by 15 per cent. In Austria 
corresponding increase was 35 per cent., in Belgium 32 per cent., 
m France 115 per cent., and in Germany (Baden) 30 per cent. 
14 Report of committee on London motor traffic issued. 

27 Daily Mail All-British Watcrplanc Competition. Mr. Hawker, 
the only competitor left in, wrecked 12 miles off Dublin. 
Distance covered — 1040 miles in 54 hrs. 25 minutes. 

The Palace of Peace opened at The Hague. 

September. 

I A French airman (P^goud) looped the loop. 

9 German Zeppelin Li destroyed in a storm. 

20 Daily Mail Aerial Derby, over a course of 94J miles; won by 
Gustav Hamel. , 

23 French airman flew across the Mediterranean. 

29 Turko-Bulgarian Treaty of Peace signed at Constantinople. 

International aeroplane race at Rheims ; distance, 125 miles, in 
59 mins, 45 secs. Three entries. 


October. 

6 Yuan Shih-kai became President of the Chinese Republic. 

1914* 

March. 

I King offered a cup for an International Y acht Race at Panama in 191 5 . 
10 The Rokeby Venus damaged by a suffragette. 

16 The Times appeared at the price of id. 

20 Trouble widi the Army officers in Ireland owing to possibihty of 
civil war against Ulster, 

30 Mr. Asquith, the Prime Minister, became Secretary of State for 
War, owing to resignation of Col. Seely. 


April. 

7 Completion of the Grand Trunk Pacific Railway. 
24 Gun-running in Ubter. 

2 H I 
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1914 - 

June, 

6 Aerial Derby round London. Distance, 94J niilcs. Time, i hr. 

18 mins. 54 secs. Four competitors completed the course. 

II Bomb outrage by militant suffragettes in Westminster Abbey. 

22 German manufacturen visiting England entertained at the Guild* 
ball. 

28 Murder of Axebduke Fr.inz Ferdinand at Scrajevo. 

July. 

2 Death of Joseph Chamberlain. 

4 Close of Henley Regatta, German Club beaten by Leander. 

The report on emigration for the U.K. for 1913 showed that the 
loss by migration was 241,997, or about 71,000 less dian in 
1912. 

II Air Race from London to Paris and back. Only two of six starters 
completed both journeys. 

18 Naval Review at Portsmouth. 

19 Home Rule Conference summoned. 

2} Austro-Hungarian Government sent ultimatum to Serbia. 

24 Failure of Home Rule Conference. 

British Foreign Minister (Grey) suggested international conference. 
26 Gun-rumiing by Irish volunteers at Howth. Scottish Borderers 
fire on the crowd. 

28 Austria-Hungary declared war on Serbia. 

British Fleet proceeded to war base. 

30 Belgrade bombarded by the Austrians. 

London Stock Exchange closed. 

August. 

1 Germany declared war on Russia. 

2 Germany demanded right of way through Belgium, 

3 Germany declared war on France. 

Abandonment of Cowes Regatta. 

Moratorium declared. 

Belgium rejected German ultimatum : King Albert appealed to 
King George. 

4 Great Britain declared war on Germany. 

German troops entered Belgium. 

British ultimatum : Belgian neutrality to be respected. 

Treaty between Germany and Turkey. 

5 Austria-Hungary declared war on Russia. 

7 Lord Kitchener appealed for first 100,000 men. 

“ Battle of the Frontiers ” began in France. 

8 Hostilities commenced in East Africa. 

9 First units of B.E.F. landed in France. 

10 France declared war on Austria. 

Goeben and Breslau entered Dardanelles. 
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1914. 

August, 

12 Great Britain declared war on Austria-Hungary. 

13 Austrian forces invaded Serbia. 

15 Opening of the Panama Canal. 

16 Russians invaded East Prussia. 

20 Brussels occupied by German forces ; Belgian Government trans- 
ferred to Antwerp. 

British Order in Council on Conditional Contraband. 

23 Batdc of Mens. 

Japan declared war on Germany. 

25 Austrian forces retreated from Serbia. 

Retreat from Mons. 

26 Fall of Namur. 

Batde of Lc Cateau. 

26-31 Germans defeated Russians at Tamicnberg. 

German forces surrendered in Togohmd. 

Destruction of Louvain. 

27 First British wounded arrived at Folkestone. 

28 Naval action off Heligoland. 

September. 

2 Japanese forces landed in Shantung to attack Tsingtau. 

French Government transferred from Paris to Bordeaux. 

5 German forces reached Claye, 10 miles trom Paris (nearest point 
reached during the War). 

British, French and Russian Governments signed the “ Pact of 
London.” Decision not to make separate peace. 

6-10 Batde of the Marne. German advance checked. 

7 Second invasion of Serbia by Austria. 

13-27 Baltic of the Aisne (toh)- 

T4 Emden (German light triuscr) made first capture in Indian 
Ocean . 

15 German New Guinea surrendered to Australians. 

22 H.M.S. Aboukir, Hogue, and Cressy simk by Submarine U9. 

British air raid on Dusseldorf Zeppelin sheds. 

25-29 Batde of Albert. 

26 Indian E.F. landed at Marseilles. 

Siege of Antwerp. 

First use of wireless from aeroplane to artillery (by British R.F.C.). 


Oetoher. 

I Turkey closed the Dardanelles. 

3 Ausrro-German invasion of Poland began. 

First contingent of Canadian and Newfoundland Expeditionary 
Forces left for England. 

5 The National Relief Fund reached million. 
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m4. 

Oct0kr, 

6 British Royal Naval Division arrived at Antwerp. 

Belgian Govcmment left Antwerp. 

Russian retreat in Poland and Galicia. 

10 Fall of Antwerp. Part of R.N. Division interned in Holland, 
la Lille capitulated to Germans. 

Martial law declared in South Africa : Maritz rebcUion. 

15 Zeebrugge and Ostend occupied by Germans. 

First Batdc of Ypres (1914) began. 

16 Battle of the Yscr began. British monitors in action. 

New Zealand Expeditionary Force left for France. 

17 German shops wrecked by mob in London. 

First units of Australian Imperial Force embarked for France. 

21 German retreat in Poland. 

26 Importation of sugar into the U.K. controlled. 

27 H,M.S. Audacious sunk in Lough S willy. 

Defeat of Maritz by Botha. 

29 Turkey joined the Central Powers in the War. 

31 British Order in Council further revising list of contraband. 
Critical day of Battle of Ypres. 

November, 

1 Battle off Coronel. H.M.S. Good Hope and Monmouth sunk by 

Admiral von Spec’s squadron. 

2 British Admiralty dcclarecf the North Sea a military zone. 

3 British force attacked German East Africa. 

U.S. elections, large Republican gains. 

4 Moratorium in Great Britain ended. 

5 Great Britain and France declared war on Turkey. 

Great Britain annexed Cyprus. 

6 Execution of Karl Lody in the Tower for espionage. 

7 Japanese captured Tsingtau. 

Fighting between Union forces and rebels under Dc Wet. 

Belgiiun declared war on Turkey. 

9 Lord Mayor’s Show included contingents of Dominion troops. 
Bmden destroyed by H.M.A.S. Sydney at the Cocos Islands. 

16 Mr. Asquith asked for £,22$ million war credit : expenditure nearly 

million a day. 

17 ^350 milHon War Loan announced, 

18 Great Britain declared Protectorate over Egypt. 

21 First Battle of Ypres (1914) ended. Failure of German attempt to 

take Calais. Trench warfare on whole Western Front began. 

22 Basra, Mesopotamia, occupied by British forces. 

23 Sultan of Turkey as Caliph proclaimed holy war on Allies. 

Death of Earl Roberts. 

27 D.O.R.A. passed. 
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1914. 

December. 

1 Surrender of Dc Wet in South Africa. 

2 Austrians took Belgrade. 

6 The Pope tried to promote Christmas truce. 

8 Batde of the Falklands. Admiral von Spec’s sqiudron destroyed. 
10 French Government returned to Paris. 

13 British submarine dived under nets in Dardanelles. 

Austrian defeat in Serbia. 

15 King Peter returned to Belgrade, 

16 German bombardment of Hartlepool, Scarborough and Whitby. 
18 British Protectorate over Egypt proclaimed. 

24 First German air raid on England. 

29 U.S. Note to Britain on Amcrican*sca-bomc trade. 


1915- 

January. 

4 London Stock Exchange reopened. 

6 Turks invaded Sinai Peninsula. 

12 University Boat Race cancelled, 

18 Japan presented Twenty-one Demands ” to China. 

19 First airship raid on England. 

20 Conviction of a shipowner on a charge of trading with the enemy. 
24 Action of the Dogger Bank. 

26 Turkish attacks on Suez Canal Zone began. 

27 British loan of million to Rumania. 

30 Admiralty warned British Merchant vessels to fly neutral or no 
ensigns in vicinity of British Isles. 

First ships (belligerent flags) sunk without warning. 


February. 

2 Highest wheat-price in Chicago since 1898. 

Bulgarian Government negotiated loan of million in Germany. 
4 German blockade of Great Britain announced for February i8th. 

6 Triple Entente fniancc-agreemcnt. 

Lusitania arrived at Liverpool flying U.S. flag, 

9 First Canadian Division left England for France. 

Dispute in Yorkshire coalfields settled by concession of men’s 
demands during continuance of War. 

II U.S. Government protested to British Government against use of 
American flag, and to Germany re attacks on neutral shipping. 
13 Increase of wages to railway workers. 

15 Entente Government approached Greece on behalf of Serbia and 

promised military support at Salonika. 

16 German reply to U.S. Note : discontinuance of submarine warfare 

contingent upon modification of British blockade policy. 
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ms^ 

Pehrmry, 

1 8 German submarine blockade of Great Britain began. 

I Britisb replied to the U.S.A. re use of American flag and seizures of 

American cargoes destined for neutral ports. 

Allied naval attack on the DardancEcs started. N aval bombardment. 
20 German Admiralty ordered American and Italian flags to be re- 
spected : special route for Scandinavian ships. 

24 First British Territorial Division left England for France. 

26 Demolition parties of marines landed in DardaneDes. 

Entente blockade of Germany announced. 

March. 

3 Price of flour reduced to 52s. a sack (first reduction during War). 

5 ^50 million 3 per cent. Exchequer Bonds announced. 

H.M.S. Queen Elizabeth in action at the Dardanelles. 

M. Venizdos oflered Greek Fleet and troops to Entente for operation 
in the Dardanelles. 

6 King of Greece refused assent to M. Venizelos’s policy and 

M, Vcnizclos resigned. 

8 British Fleet entered the Dardanelles. 

10-12 Battle of Neuve Chapciic. 

I I Entente Blockade of Germany came into effect. 

14 Light cruiser Dresden sunk by British off Chile. 

18 Secret agreement between Britain, France .and Russia re Con- 
stantinople, the Straits, and Persia. 

Further Allied naval attack on Dardanelles ports. 

25 Dutch ship sunk by U-boat. 

26 Gcrmam used liquid fire in Alsace. 

28 First passenger-ship (British) sunk by German submarine. 104 
drowned. 

30 Germany announced suspension of favourable treatment of Scan- 
dinavian ships. 


April. 

5 U.S. demanded compensation for sinking of William P. Frye. 

6 The King commanded that no wine, spirits or beer should be con- 

sumed in any of his houses after the 8th April. 

1 1 The Kronprinz Wilhelm, last German raider at large, interned in 
U.S.A. 

13 Price of bread in London increased to Bjd. a quartern. 

19 A record day at Central Recruiting Office in London. 

22 Battles of y pres (1915) began. First German gas attack, 

23 British blockade of the Camcroons began. 

25 Allied forces effected landing at the Dardanelles, 

26 Treaty of London between Italy and the Allies. 
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May. 

1 Austro-Gcrman Spring offensive in Galicia began. 

4 Italy denounced the Triple Alliance. 

7 Japanese ultimatum to China. Revised edition of ** Twenty-one 
Demands.** 

Lusitania sunk by German submarine off Queenstown. 

9-25 Battle of Festubert : British Army short of munitions. 

10-12 Anti-German rioting in London over Lusitania outrage. 

13 Export of coal and coke, except to British possessions and Allied 

countries, prohibited. 

Mr. Asquith announced enemy aliens of military age to be interned 
or repatriated. 

14 Lord Frcnch*s statement on the munitions position. 

First U.S. “ Lusitania ’* note to Germany. 

19 Jockey Club, at the request of the Government, suspended all racing 

during the War except at Newmarket. 

20 Recruiting in London proceeding very slowly. 

23 Italian Government declared war on Austria. 

25 Coalition Ministry formed in Great Britain by Mr. Asquith. 

Treaty between C'hina and Japan concerning Shantung, South 
Manchuria and Inner Mongolia. 

Fighting began in the Trentino and Isonzo. 

27 Mr. Winston Churchill, First Lord of the Admiralty, resigned. 

Appointment of Liquor Control Board. 

3 1 First Zeppelin raid on London. 

June. 

3 First meeting in Paris of Allied Conference on economic aspects of 
the War. 

Austrians recapture Przcmsyl. 

5 First Conference of British and French Ministers to co-ordinate 

War policy and strategy — held at Calais. 

7 F^rice of flour reduced to 50s. a sack. 

German Zeppelin destroyed in mid-air by British aeroplane 
(Warneford). 

10 Russian advance on the Dneister. 

16 Mr. Lloyd George Minister of Munitions. 

18 Committee of the Board of Agriculture appointed to maintain the 
production of food. 

22 Austro-Gcrmans captured Lemberg. 

30 Germ.in advance in Galicia. 

Italian battle for Carso plateau began. 


July. 

3 Turkish troops in Gallipoli heavily reinforced. 

6 Inter-Allkd Conference at Calais, 
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July. 

9 German South-West Africa capitulated to General Botha. 

13 Great Austro-Gennan offensive on Eastern Front from Baltic to 

Bukowina began. 

Second British War Loan total, ^^570 millions. 

14 Euphrates campaign began. 

15 South Wales coal strike. 

18 British casualties to dare, 330,995 (Army) ; 9,106 (Navy). 

24 Arab and Turkish force defeated in Euphrates Valley. 

30 Russian retreat on whole Polish front. 

August, 

6 Big Allied movement in Gallipoli. 

Landing at Suvla and Battle of S.iri Bair (Dardanelles) began. 

8 Fresh Turkish reinforcements at Suvla. 

15 The National Register taken throughout Great Britain. 

20 Italy declared war on Turkey. 

British and French Governments declared cotton absolute contra- 
band. 

22 M. Venizclos reappointed Premier of Greece, 

27 German submarine warfare modified in response to American 
demands. 

September. 

5 Czar superseded the Grand Duke Nicholas in supreme command 
of the Russian Armies. 

7 Russian counter-offensive in Galicia began. 

21 M. Venizclos asked for British and French troops as condition of 

Greek intervention. 

24 French and Bntish Governments agreed to send troops to Greece. 

25 Battle of Ix)os began. 

27-28 Battle of Kut-cl-Amara. Turks defeated. 

October. 

2 Bulgarians massing on Serbian frontier. 

4 Entente Powers sent ultimatum to Bulgaria. 

5 French and British forces landed at Salonika; King of Greece 

refosed to support Venizclos, who resigned. 

6 Final Austro-German attack on Serbia. 

King of Greece asserted Greece would maintain neutrality, but 
Greek mobilization and Allied disembarkation at Salonika 
would proceed (policy of armed neutrality). 

8 Belgrade taken by die Austrians. 

12 Miss Edith Cavcil shot in Brussels. 

14 Bulgaria declared war on Serbia. 

15 Great Britain declared state of war ** with Bulgaria. 

I <5 France declared ** stat^f war ** with Bulgaria. 

974 



Selected Chronahgy 


ms* 

October, 

17 British Government offered Cyprus to Greece in exchange for her 
support to Serbia. Greece refused. 

Japan declared adherence to the Pact of London. 

22 Kumanovo and Uskub taken by Bulgarians. Germans 25 miles 
south of Belgrade. 

30 M. Briand Premier and Foreign Minister of France. 

31 Steel helmets issued to British on Western Front. 

November. 

2 Mr. Asquith declared Serbian independence to be an essential object 
of the War. 

Port and Transit Executive Committee formed in Great Britain. 

5 Bulgarians captured Nish. 

10 Ship Licensing Committee formed in Great Britain. 

Retjuisitioning {Carriage of Food-stuffs) Committee formed in 
Great Britain. 

IT British advance on Baghdad began. 

19 Agreement with Danish traders for restriction of supplies to 
Germany. 

22 Battle of Ctesiphon (Mesopotamia) began. 

25 British forces in Mesopotamia retreat on Kut. (Marshal Von dcr 
Goltz in command of Turks.) 

Intcr-Allicd arrangements for organization of munitions. 

December. 

2 Serbian retreat through Albania began. 

Allied forces in Macedonia retreated into Greek territory. 

3 General Townshend in Kut after 90-mile retreat. 

Mr. Ford’s “ Peace Mission *’ left U.S.A. 

5 Siege of Kut began. 

9 Allied War Council in Paris. 

10 Evacuation of Suvla and Anzac began. 

15 Resignation of Sir John French. 

19 Appointment of Sir Douglas Haig as Commandcr-in-Chicf of 

British Armies in France. 

20 Evacuation of Suvla and Anzac completed. 

3 1 Cabinet debated “ Compulsory Service.” Resignation of Sir John 
Simon. 


1916. 

January. 

8 Evacuation of the Gallipoli Peninsula completed. 

Price of home-grown wheat 55s. 8d. a quarter, compared with 
46s. 2d. in 1915 and 30s, iid, in 1913. 

15 German raider Moewe started operations. 
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Jamtary, 

i6 C^Dcral Sarrail in command of all Allied forces in Salonika. 

Stop tijc War ” demonstration broken vip in North London. 

19 War Council in London. 

24 First British Military Service Bill passed in House of Commons, 

26 Shipping Control Committee formed in Great Britain. 

31 Price of the quartern loaf in London rose to pjd. 

February. 

I Striking of public clocks in London discontinued between sunset and 
sunrise. 

9 Serbian Government set up at Corfu. 

10 German announcement that after March ist defensively armed 
n^erchantmen would be regarded as belligerents. 

Military Service Act came into operation in Great Britain. Single 
men from nineteen to thirty called up as from March ist. 

18 Conquest of the Cameroons by Entente forces. 

21 Battle of Verdun began. 

22 Tsar opened the Duma in Petrograd. 

23 Ministry of Blockade formed in Great Britain. 

ay Trading with the Enemy (Neutral Countries) Proclamation. 

March. 

4 The Moeu’e returned to Bremen. 

9 Germany broke off relations with Portugal. 

12 Resignation of Admiral von Tirpitz. 

23 Portugal seized German steamers in the River Tagus. 

27 Allied War Coiuicil in Paris on mihtary, economic and diplomatic 

affairs. 

April 

18 U.S. “ Sussex ** Note to Germany. 

21 Sir Roger Casement landed in Ireland and was arrested. 

24 Outbreak of rebellion in Ireland. 

27 Married men from twenty-seven to thirry-five who had attested 
under Derby Scheme called up. 

29 Capitulation of Kut (2970 British and about 6000 Indian troops). 
May. 

1 Collapse of Irish Rebellion. Leaders surrendered. 

14 Austrian offensive in the Trentino began. 

15 Sir Roger Casement on trial for high treason. 

16 *' Sykcs-Picot " Agreement between French and British Govern- 

ments as to partition of Asia Minor, 
ry Air Board formed in Great Britain. 

23 Mr. Asquith moved £300 million credit. 

25 Second Military Service Act became law. 

3 £ Battle of J utland. 
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June, 

3 End of Austrian offensive in the Trentino. 

4 Russian offensive began, 

5 Sherif of Mecca began revolt against Turkish rule, 

H,M.S. Hampshire sunk — Lord Kitchener drowned. 

6 “ Pacific Blockade ’’ of Greece by Entente Powers. 

8 Second Compulsory Service Act came into operation in Great 
Britain. 

12 Anti-Entente riots in Athens. 

14 Allied Economic Conference reassembled in Paris. 

Italian counter-offensive in the Trentino. 

21 Entente Governments’ Note to Greece demanding demobilization 
and change of government (accepted). 

** Pacific Blockade ” of Greece suspended. 


J<*h- . 

I First Battle of the Somme (1916). 

6 Russian offensive in Galicia. 

7 Mr. Lloyd George Secretary for War. 

8 British Order in Council rescinding Declaration of London of 

10 German “ commercial ” submarine, Deutschland^ arrived in U.S.A. 
14 Inter-Allied Financial Conference in London. 

28 U.S. Government protested against “ Black List ” policy of British 
Government. 


I A licensing system for the supply of petrol came into operation. 

3 Execution of Sir Roger Casement. 

6 Italian offensive on Isonzo. 

17 Military Convention signed at Bucharest between Entente and 
Rumania. Rumanian Government concluded agreement with 
Entente Powers regarding intervention. 

21 Whistling for cabs in London prohibited between lo p.m. and 
7 a.m. 

27 Italy declared war on Germany. 

Rumania declared war on Austria-Hungary. 

28 Ck*rmany declared war on Rumania. 

39 Field-Marshal von Hindenburg appointed Chief of German General 
Staff. 

30 Turkey declared war on Rumania. 

September, 

1 Bulgaria declared war on Rumania. 

2 German and Bulgarian forces invaded the Dobrudja. 

German ships in Piraeus Harbour seized by the Allies. 

3 Raid by thirteen German airships on London. One destroyed. 
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Septemher, 

4 Dar-<s*Salaam (Bast Africa) sarreadcted to British forces. 

15 Tanks first used in the Battle of the Somme. 

19 Allied blockade of Greece renewed. 

34 Vcnizclist revolution in Crete. 

29 Greek Provisional Government under Venizelos at Salonika. 
October. 

10 Entente ultimatum to Greek Government demanding surrender of 

Greek fleet. 

16 Price of quartern loaf in London reached lod. 

30 M. Briand Prime Minister of France. 

Nooemher, 

I The increase in price of food since the beginning of the War esti- 
mated at 78 per cent. 

3 Best wheat sold at Maidstone at 80s. a quarter. 

5 Germany and Austria proclaimed an independent state of Poland. 

6 Price of quartern loaf in London up to ic^d. 

7 Woodrow Wilson re-elected President of U.S.A. 

18 Battles of the Somme (1916) ended. 

T9 Mona.stir (Serbia) captured by Allied forces. 

Entente Note to Greece demanding dismissal of Ministers of the 
Central Powers at Ath'^ns and surrender of Greek military 
material. 

20 Price of The Times increased from id. to i Jd. 

21 Death of Emperor Francis Joseph of Austria. Succeeded by Arch- 

duke Karl. 

23 Venizelos Government declared war on Germany. 

29 Admiral Beatty appointed Commandcr-in-Chief of the Grand 
Fleet. 

December. 

I Greek Government refused Entente demands. 

5 Athens terrorism : Vcnizclists murdered. 

Resignation of Mr. Asquith. 

Allied oflensive in Serbia. 

6 Bucharest surrendered to the Germans. 

Mr. Lloyd George succeeded Mr. Asquith as Premier. 

11 AlHed Note to Greece demanding complete demobilization, 
lioyd George’s Coalition Ministry formed in Great Britain. 
Reorganization of French Government. M. Briand organized new 

War Cabinet. 

la German peace-proposals via U.S.A. 

14 Allied ultimatum to Greece. 

15 Greek Government accepted Allied ultimatum. 

18 German pcaco-notc received at Foreign OiFicc. 
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Becemher, 

20 Prcsiticnt Wilson issued Circular Note suggesting negotiations for 

peace. 

The Regulation of Meals Order (1916) limiting meals at pubUc 
eating places to three courses between 6 and 9.30 p.m. and to 
two courses at any other dme. 

22 Formation of the Ministries of Food, Pensions and Shipping in 

Great Britain. 

23 Controversy in Germany between Chancellor and High Command 

over extension of submarine campaign. 

25 Dominion Premiers invited to special war conference. 

26 Central Powers replied to American peace-note, suggesting 

immediate meeting of delegates. 

Anglo-French Conference in London to discuss German and 
American peace-notes. 

29 Scandinavian peace-note to belligcrcnts. 

Russian Duma prorogued. Rasputin murdered. 

30 Entente Governments rejected German peace-proposals. 

1917. 

January, 

5 Inter-Allied Conference at Rome. 

9 Kaiser and Chancellor agree to extension of submarine campaign. 
England to be brought to her knees by next harvest. 

Battle of Kut (1917) began. 

10 Entente j^Governments sent outline of war aims in reply to 

President Wilson’s Note. 

11 Austrian and German Governments issued Note repudiating 

responsibility for continuance of war, and declaring they would 
prosecute the War to a successful end. 

15 First meeting of Inter-Alhed Chartering Executive. 

19 Great explosion at munitions factory near London. Heavy loss of 
life. 

3 1 Germany announced unrestricted submarine warfare. Orders given 

to sabotage German ships in U.S. ports. 

February, 

I German unrestricted submarine warfare began. 

3 U.S. A. severed diplomatic relations with Germany. 

4 Wilson invited all neutrals to break with Germany. 

13 Scandinavian Governments* joint protest against German sub- 
marine policy. 

21 New British blockade order. 

34 End of Battle of Kut (1917). Turkish Array routed. Kut recap- 
tured. 

27 President Wilson stated that he considered the sinking of Laconia 

the overt act for which he was waiting. 

28 500,000 tons of shipping sunk by U-boats since February ist. 


979 



Our Own Times 


1917 - 

Marck 

t German propo$al$ to Mexico for alliance against the U.S.A. 
published. 

4 Brcad^ots in Petrograd, 

to Riots in Petrograd following rationing order. Mutiny at Hel- 
singfors, 

11 Baghdad taken by the British. 

AUied offensive in Macedonia began. 

12 Russian revolution began. 

1 3 Germans retreated from the Somme to the Hindenburg line. 

China severed diplomatic relations with Germany. 

14 New Provisional Government proclaimed in Russia. Mutiny at 

Kronstadt. 

15 Abdication of Nicholas II, Tsar of Russia, in favour of Grand Duke 

Michael. 

19 Ribot Government formed in France. 

20 First meeting of Imperial War Conference in London. 

23 English wheat advanced to 90s. a quarter. 

24 Provisional Government of Russia recognized by Great Britain, 

France, Italy, U.S.A., Rumania and Switzerland. 

German raider Moewe returned to Kiel from second cruise. 

26 Price of 4-lb. loaf raised to is. (double the pre-War price), 

30 Russian Provisional Government guaranteed the independence of 

Poland. 

31 600,000 cons of shipping sunk in March. 

Anglo-French coal-convoy started, 

April. 

6 U.S.A. declared war on Germany. 

7 Cuba declared war on Germany, 

8 Austria broke with U.S.A. 

9 Battles of Arras (1917) began. 

Brazil and Bolivia broke with Germany. 

13 Allied Naval Conference at Washingtem. 

First All-Russian Soviet Congress. 

15 French 1917 offensive began. 

18 U-S. Emergency Fleet Corporation formed. 

20 U.S.A. severed diplomatic relations with Turkey. 

30 870,359 tons of shipping sunk in April. 

Anglo-Scandinavian trade brought under convoy. 

May. 

I Russian Provisional Government pledged itself to continue the 
War. 

3 First U.S. destroyer flotilla arrived at Queenstown, 

5 French and Veuizclist advance in Macedonia. 

6 Allied War Conference in Paris. 
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May. 

7 Battle of the Vardar began. 

First aeroplane raid on London. 

9 Perrograd Soviet Committee advocated Socialist peace conference. 
15 Changes in French High Command. Petain Commander-in-Chicf, 
Foch Chief of Staff. 

1 7 Admiralty Convoy Committee formed. 

Conscription Bill passed in U.S.A. {500,000 men). 

19 U.S. Government decided to send a Division of the U.S. Army to 

France at once. 

20 Central Soviet Committee formed for all Russia. 

22 The L.C.C. decided to suspend halfpenny tram fares. 

Battle of the Vardar ended. 

24 First homeward Atlantic convoy started. 

25 Great aeroplane raid on S.E. England. 290 casualties. 

30 Ne.arly 600,000 tons of shipping sunk in May. 

June. 

3 Italy proclaimed Protectorate over an independent Albania. 

Russian appeal to all nations for peace with no annexations. 

12 Abdication of King Constantine in accordance with Allied demand. 

25 First contingent of U.S. troops arrived in France. 

26 Venizelos appointed Greek Premier at Athens. State of war began 

between Greece and Austria-Hungary and Greece and Turkey. 

July. 

7 Severe aeroplane raid on England (Margate and London ; casualties 

250, mostly civilian). 

8 U.S. embargo on food, metals and coal. 

12 Debate on Mesopotamia Report. Resignation of Mr. Chamberlain. 
X7 British Royal House assumed the name of Windsor. 

1 8 German offensive on the Eastern Front. 

Insubordination in Russian Army. 

19 Reorganization of British Cabinet. 

23 Russian retreat on 150-mile front. 

24 Canadian Conscription Bill passed. 

August. 

1 The Pope issued peace-proposals to the belligerent governments. 

2 U.S. Senate adopted “ Prohibition” Amendment. 

First Battle of Ypres, 1917 (German “ pill-boxes ” used i6th). 

1 1 Germans overran Rumania. 

13 British Government refused passports to British Socialists who 

desired to attend unofficial peace conference at Stockholm. 
China declared war on Germany and Austria-Hungary. 

19 Eleventh Italian offensive on Isonzo front. 

20 “ Second Offensive Battle ” of Verdun began. 

British Government’s pledge re constitutional reform in India. 
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1917. 

Septen^, 

3 Riga captured by German forces, 
p PainJev^ Government in France. 

JO M. Kerensky assumed dictatorship of Russia. 

15 Russia proclaimed a Republic by the Provisional Government. 

October, 

4 British victory at Passchendacle. 

5 Peru and Uruguay broke off relations with Germany. 

19 Squadron of eleven German airships attacked England. (Last 

airship raid on London.) 

U.S. announced conditional supplies to Holland and Scandinavia. 
24 Austro-Gcrman offensive on Isonzo. 

27 Third Battle of Gaza began. 

29 Signor Orlando became Italian Premier following Caporetto 

disasters. 

November. 

2 Ishii-Lansing Agreement re Japanese interests in the Far East. 
Balfour Declaration re Palestine. 

3 Arrival of French and British troops in Italy announced. 

6 Passchendacle captured by Canadian forces. 

7 Third Battle of Gaza ended. British victory. 

8 Bolshevik coup dUtat in Petrograd. M. Lenin and M. Trotsky 

assumed power. 

9 Allied Conference at Rapallo. Creation of Supreme Allied Council. 
JO Second Battle of Passchendacle ended, and Battles of Ypres (1917) 

ended. 

rr Austro-German forces reached the Piave. 

13 Further British advance m Palcsanc. 

14 M. Kerensky fled from Petrograd. 

1 5 Bolsheviks proclaimed right ot Russian peoples to self-determination. 

16 M, Clcmenceau appointed French Premier and War Minister. 

20 Battle of Cambrai, 1917, began. 

24 Publication in Bolshevik Izve^tia of secret agreements. 

30 The German counter-attacks at Cambrai began. 

Britain and U.S. decided to lay Northern Barrage — Scotland lo 
Norway. 

December. 

2 Suspension of hostilities between the Russian and German Armies. 

3 Batdc of Cambrai, 19I7» ended. 

4 Supreme Allied Naval Council formed. 

6 Finland declared independence. 

United States Battlcsnip Division, under Rear-Admiral Rodman^ 
join* Grand Fleet at Scapa How. 
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Decemhef. 

7 United States of America declared war on Austria-Hungary. 

8 All hostilities on the Eastern Front suspended. 

9 Jerusalem surrendered to British forces. 

Armistice between Rumania and Central Powers. 

15 Allied War Council at Versailles established. 

Armistice for one month on Eastern Front signed at Brest-Litovsk. 
Separation of Church and State in Russia : constituent assembly 
dispersed by Bolsheviks. 

22 Russo-German peace negotiations began. 


1918. 

January. 

2 Allied Maritime Transport Council formed. 

Air Ministry formed in Great Britain. 

4 Soviet Govcnimcnt recognized Finnish Independence. 

5 Mr. Lloyd George restates Allied War Aims. 

8 President Wilson delivered Message to Congress laying down the 

“ Fourteen Points."* 

T I Esthonia and Latvia declared their independence. 

15 Food strikes in Vienna. 

20 Helsingfors (Finland) occupied by Red guards. 

February. 

I Central Powers recognized the Ukraine Republic. 

9 Peace between Central Powers and Ukraine. One million tons of 

foodstud's secured by Central Powers. 

II President Wilson dehvered Message to Congress laying down 
Four Principles."" 

18 Armistice on Eastern Front expired : hostilities resumed. 

21 Jericho taken by British forces : victory of Emir Feisal at Tafile (26th). 
25 First London Rationing Order, 

28 Strikes in Berlin, Hamburg and Kiel. 

March. 

3 Peace signed between Bolshevik Russia and Central Powers, 

Bulgaria and Turkey at Brest-Litovsk. 

5 Preliminary treaty of peace between Rumania and the Central 
Powers, Bulgaria and Turkey signed at Buftca. 

7 Treaty signed at Berlin between Germany and Finland. 

13 Odessa occupied by German forces. 

18 Blockade agreement between Holland and Entente — ^fbod in 
exchange for shipping. 

Entente Governments refused to recognize Russo-German Peace 
Treaty. 
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Marck 

2Q It was aimoutice 4 that over 6,000,000 tons of shipping had been 
sunk in twelve months. 

21 Great German offensive began, 

23 Paris first shelled by long-range gun from Cr^py-en-Valois, 75 miles 
distant. 

26 ** Doullcns Agreement ** concluded. Decision to appoint General 

Foch as Commander-in-Chief of Allied Armies. 

31 End of “the Kaiser’s battle.” Germans claimed 75,000 prisoners 
and 1000 guns. 

Apri!, 

5 End of first Battles of the Somme (1918). 

Japanese and British marines landed at Vladivostok. 

7 Arabs under Emir Feisal occupied Turkish headquarters at Kerak ; 

had cleared 800 miles of Red Sea coast. 

9 Battles of the Lys began. 

ir Field-Marshal Sir Douglas Haig issued Order of the Day “with 
our backs to the wall, and believing in the justice of our cause, 
each one of us must fight on to the end.” 

13 German Baltic division entered Helsingfors. 

16 Passchendaele reoccupied by German forces. 

18 British Militar)' Service Bill passed. 

22 Montagu-Chelm.sford Report on India. 

23 Blocking raid by British naval light forces on Ostend and Zeebrugge. 
Guatemala declared war on Germany. 

29 End of the Battles of the Lys. 

Afijy. 

7 Peace between Rumania and Central Powers signed at Bucharest. 

18 First British retaliatory air raid on German towns. Cologne 

bombarded by day. 

19 Thirty-second and last German air raid on London. 

23 Mr. Lloyd George announced that Allies were sinking U-boats 
faster than Germany could build them : and building ships 
faster than Germany could sink them. 

27 Battle of the Aisne (1918) (“ Third Battle of the Aisne ”) began, 

31 German forces reached the Marne. Ch^tcau-Tliicrry and Dormans 
captured. 

June, 

3 Entente Governments supported national aspirations of Poles, 
Czechoslovaks, and Jugoslavs. 

6 Battle of the Aisne (1918) ended. 

14. German offensive at a standstill. 

17 Austrian offensive in Piave failed. Bread-riots in Vienna. 

23 Italian offensive on Ptave began. 
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1918. 

July. 

12 Allied cxpcdirion to Murman Coast to defend rail-head against 

Germans from Finland. 

13 Irkutsk (Siberia) occupied by Czechoslovakian forces. 

1 5 German offensive resumed. Second Battle of the Marne. 

16 Murder of the Tsar and his family at Ekaterinburg. 

1 8 Allied offensive began. 

20 German forces retreated across the Marne. 


August. 

3 British troops landed at Archangel and Vladivostok. 

4 British force arrived at Baku (Caspian Sea). 

0 British Government issued Declaration to Russian peoples, stating 
that they had no intention of interfering in Russian politics. 

8 Allied offensive. Battle of Amiens. “ The Black Day of the 
German Army.” — Ludendorff. 

13 The Czechoslovaks recognized as an Allied nation. 

18 British advance in Flanders began. 

21 -September 3 Second Battles of the Somme (1918). British artillery 
fired average of 11,000 tons of ammunition a day. 
2 « 5 -Septcmbcr 3 Second Battles of Arras (1918). 


September. 

4 United States contingent landed at Murmansk to join Allied 
Expeditionary Force. 

6 German retreat from the Somme. 

12 Battles of the Hindenburg Line bcg.in. 

15 Allied offensive against Bulgarians began in Macedonia. Advance 
on 22-mile front. 

Franco-Amcrican attack on 40-mile front. 

19 British offensive in Palestine on 16-milc front began. 

24 German G.H.Q. informed Government that armistice negotiations 
were inevitable. 

26 Battle of Champagne and Argonne. Franco- American attack on 

40-milc front. 

27 Hindenburg line broken. 

Bulgarian Government asked Entente Powers for an armistice. 

28 Anglo- Belgian attack under King Albert. Flanders Ridge. 

29 Messines retaken by British forces. 

Battle of the St. Quentin Canal began. 

German force in East Africa rccrossed the Rovuma and again 
entered German territory. 

30 Armistice between Bulgaria and Entente Powers signed. 

French captured Uskub (Macedonia). 

985 



Our Oum Times 


October. 

I Bvacofttioii of Flanders coast and U-boat base. 

Damascus taken by British and Arab forces. 

Over 250,000 prisoners taken by Allies since July 15th. 

3 Battles of the St. Quentin Canal and Ypres ended. 

Bmir Fcisal entered Damascus, 

Prince Max of Baden appointed German Imperial Chancellor. 

4 German and Austro-Hungarian Governments sent Notes to 

President Wilson proposing an armistice. 

King Ferdinand of Bulgaria abdicated in favour of his son Prince 
Boris, 

7 Emir Fcisal proclaimed independent state of Syria. 

8 Battle of Cambrai, 1918, began. 

End of Battle of Cambrai brought Battles of Hindenburg Line to a 
close. 

President Wilson demanded German capitulation. 

12 British Government recognized the Polish National Army as 
autonomous, allied and co-bclHgerent. 

14 British troops from Vladivostok reached Irkutsk (Siberia). 

16 Austrian Emperor issued manifesto proclaiming a Federal State on 

the principle of Nationality, 

17 Ostend, Lille and Douai retaken by Allied forces. 

19 Zeebrugge and Bruges rcoccupied by Belgian forces. 

20 Belgian coast completely reoccupied by Allied forces. 

24 Battle of Vittorio Vcncto began. Anglo-Italian offensive. 

26 Aleppo (Syria) taken by British forces. 

27 Czechoslovaks declared independence. 

28 Austrian Govemment asked for an armistice. 

28 General von Ludendorff resigned. 

29 Jugoslav independence proclaimed. 

Mutiny in German Fleet at Kiel. 

30 Armistice between Turkey and Entente Powers signed at Mudros. 

31 Hostilidcs beween Entente and Turkey ceased at 12 noon. 
Revolutions in Vienna and Budapest. Austria and Hungary pro- 
claim independence. 

November, 

I Allied Conference at Versailles. 

4 Armistice between Austria-Hungary and the Entente signed. 

Trieste occupied by Italian forces. 

Red flag hoisted on all German wanliips at Kiel. 

Allied armistice proposals sent to President Wilson. 

5 President Wilson forwarded Allied terms to Germany. Marshal 

Foch as plenipotentiary, 

7 Bavaria proclaiin^ a Republic. 

German armistioe delegates arrived in French lines. 
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November, 

9 Revolution broke out in Berlin : abdication of the Kaiser : Re- 
publics proclaimed : Herr Ebert (Socialist), Gentian CbanccUor* 

10 The Kaiser crossed the frontier into Holland. 

Rumanian ultimatum to Mackensen demanded immediate evacua- 
tion. 

11 ^ Armistice concluded between the Allies and Associated Powers and 

Germany. Hostilities on the Western Front ceased at ii a.m. 

12 Marshal Foch*s Message to die Allied Armies. 

The Emperor of Austria abdicated. 

1 3 Allied fleet arrived at Constantinople. 

Abdication of German Kings and Princes. 

14 Hostilities in East Africa ceased. 

17 Allied armies began march to the Rbine. 

1 8 President Wilson to attend Peace Conference. 

19 Metz occupied by French forces. 

21 German High Seas Fleet arrived at Rosyrh en route for internment 

in Scapa Flow. 

22 Belgian Government reinstated at Brussels. 

25 Parliament dissolved. 

27 French armies on German frontier. 

December. 

I Allied Conference in London on Peace preliminaries. 

4 Jugoslav National Council at Agram proclaimed the union of all 
Serbs, Croats, and Slovenes in one State. 

6 Cologne entered by British troops. 

7 Marshal Foch announced that blockade must remain in force. 

9 Serbian Government reinstated at Belgrade. 

President Poincare took formal possession of Strasbourg (Alsace- 
Lorraine). 

II Americans entered Coblenz. 

^ Selected Statistics (i9l4>i9x8) 

(a) Strength of British Empire Armies, November 1918, was 193,103 officers, 
5,144,841 other ranks. 

(^) Total British Empire Army casualties (approximately) : Killed (including 
missing), 46,000 officers, 960,000 other ranks. 

(c) Civilians killed by air-raids in England : Approximately 1400. 

(dT) French Army : Killed, 1,383,000 (including 66,000 native troops). 

(*) Russian Army: Killed (approximately), i| million from 1914-1917. 

(/) Italian Army : Killed (approximately), 500,000. 

(f) U.S.A. Army : Killed (approximately), 55,000. 

(h) Germany : Killed and missing, 3| million. 

(i) Austria-Hungary : Killed (approximately), 1,133,500. 

Very approximate financial cost of War has been estimated at about 
£40,000,000,000. 
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December, 

14 General (Khaki) Election. Coalition majority. 

16 President Wilson received Freedom of Paris. 

26 President Wilson arrived in England. 

1919. 

Jarmary, 

z Bolsheviks occupied Riga. 

3 President Wilson visited Rome. 

5 Spartacist riots in Berlin began. 

7 Demonstration in Whitehall of soldiers anxious for demobilization. 

President Wilson returned to Paris. 

9 Supreme Council for Supply and Relief set up. 

II Bolshevik invasions approached East Prussia. 

13 Spartacist rising in Berlin crushed. 

15 Karl Liebknechc and Rosa Luxemburg, Socialist leaders, killed in 

Berlin. 

M. Paderewski Prime Minister of Poland. 

16 Armistice Convention at Tr^-ves extending armistice till February 

17th. 

18 First meeting of the Peace Conference at Paris. 

Close of subscriptions to National War Bonds: total over 
^1,600 miihon. 

19 Polhng for the National Assembly in Germany. Victory for 

moderate Socialists and Democrats. 

22 Peace Conference approved President Wilson’s proposals that 
Alhcs should meet Russians at Prinkipo to seek basis of agree- 
ment. 

22 Meeting of “ Irish Repubhean Parhament ” at Dublin Mansion 
House. 

25 Commission on the League of Nations appointed by the Peace 
Conference. 

27 Japanese claims presented to Peace Conference. 

28 Chinese statement to the Peace Conference. 

29 Riots in Glasgow. 

30 Anglo-French discussions on the ** Sykcs-Picot ” Agreement. 

31 Electrical Trades Union threatened general strike on February 6th. 

Special regulation under D.O.R.A. issued. 


February, 

3-4 Greece claimed Smyrna zone. 

5 Trade Union Congress opened at Berne. 

6 Emir Fcisal stated the Arab case at the Peace Conference. 

German National Assembly opened at Weimar. 

S Mr- Uoyd George returned to London, Anti-Prinkipo agiutionu 
Establishment of Supreme Economic Council. 
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1919. 

Pebmary. 

11 New Parliament opened by the King. 

Herr Ebert elected First President of the German Republic. 

12 Polish Commission appointed. 

13 Central Syrian Council appeared before Peace Conference. 

Labour Party moved amendment to the Address regretting omis- 
sion of proposals for dealing with industrial unrest. 

14 Draft of League Covenant presented to Peace Conference. 

18 Mr. Bullitt to proceed to Russia to discuss Prinkipo meeting. 

19 M. Clemenccau attacked and wounded by a French anarchist. 

21 Suspension of orders regulating sale of tea announced. 

Herr Kurt Eisner (Bavaria) murdered. Civil War in Bavaria. 

24 President Wilson arrived in U.S.A. from Europe. 

27 Confidential meeting between President and Foreign Relations 
Committee at White House. 

Joint Industrial Conference held at Westminster. Minister of 
Labour in the Chair. 

March. 

4 Riots in Canadian camp at Kenmel Park — slowness of dcmobiliaa- 
tion. 

President Wilson, supported by ex-President Taft (Republican), 
spoke on Peace Treaty at New York Opera House. 

Republican Senators passed “ round robin '* in favour of settlement 
witli Germany preceding formation of League of Nations — 
and that U.S.A. should not sign Covenant as it stood at present. 

8 General Piumer’s appeal for relief for W. Germany. 

9 Deportation of Zaglul Pasha : riots in Cairo. 

14 Provisional terms drafted by Soviet leaders. 

President Wilson back in Paris. 

19 Indian delegation to Mr. Lloyd George re position of Caliphate 

under Turkish treaty. 

20 Meeting of the Supreme Council. Question of Syria discussed. 
Wireless telephone communication between Ireland and Canada 

started. 

22 Soviet Government under Bela Kun established in Budapest. 

24 Council of Four ” established. 

25 Lord Allenby “ Special High Commissioner ” for Egypt. 

April 

1-5 General Smuts's Mission to Budapest. 

2 British farmers guaranteed 71s. iid. per quarter for 1919 wheat. 

4 Joint Industrial Conference at Westminster considered proposals 
for 48-hour week, etc. 

Bavarian Soviet seized Parliament House in Munich. 

8 Telegram from 370 M.P.s sent to Mr. Lloyd George on indemnity 
question. 
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Apil 

9 Furtlicr tdegram from 200 M.P.S re non^recogimion of Bolihcvilc 
B.a$su. 

KK-is Rioting at Amritsar : troops fire on crowd. 400 killed, 
r6 Mr. Lloyd Gcorgc*s statement in the House re Bullitt mission. 

General von dcr Golcz overthrew Provisional Government of 
Latvia. 

22 Japanese claims heard by Council of Tlirce. 

23 President Wilson’s Manifesto re Hume. 

24 Italian delegation left Paris. 

25 China demanded reversion of German rights in Shantung. 

28 Covenant of the League of Nations unanimously adopted by Peace 

Conference. 

Baltic Commission appointed. 

30 Press censorship in Great Britain ended. 

Shantung decision in favour of Japan. 

May, 

I Civilian flying permitted. 

Viceroy of India informed His Majesty’s Government of strength 
of Moslem feeling about Constantinople. 

Soviet Government in Bavaria overthrown. 

5 Italian delegates returned to Paris. 

6 British recognition of Finnish Independence. 

China gave notice of reservations as to Shantung provision of the 
Treaty. 

7 Supreme Council selected Mandatories for German colonies. 

Draft Treaty presented to Germany. 

8 Afghan raid into India. Frontier Dghdng began. 

1 5 Under authoriration of Supreme Coimcil, Greece occupied Smyrna. 
19 Congress met after “ off-year ” elections. Republican majority in 

both Houses. 

22 General von dcr Goltz recaptured Riga from Bolsheviks. 

24 British air raid on Kabul. 

27 British Relief Force at Archangel. 

29 German counter-proposals submitted to Allies. 

June, 

4 New Commission for Germany’s Eastern frontiers. 

10 Senator Knox’s resolution advocating separation of Covenant and 
Treaty. 

J4 Captain Alcock and Lieutenant Whitten Brown flew the Atlantic 
for the first time. (Time : 16 hours 12 minutes. Won the 
Daily Mail ^10,000 prize.) 

16 Allied reply to German observations on the Treaty. 
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Jttne. 

20 Fall of Schcidcmami Cabinet and rmgnation of Brockdortf* 

Rantzau. Bauer Cabinet formed. 

Reports of the Sankcy Commission on the Coal Industry issued. 

21 German fleet scuttled at Scapa Flow. 

24 Chinese delegation informed that reservations to the Treaty were 

not permissible. 

25 T.U.C. Conference, attended by representatives from France, 

Italy and India, demanded cessation of Allied activities in 
Russia. 

27 U.S.A. refused to accept mandate for Constantinople. 

28 Peace Treaty and Protocols signed at Versailles at 3 o’clock. 
Franco-Bridsh and Franco-Amcncan Treaties — as guarantees for 

the Treaty of Peace — signed in Paris. 

29 Lloyd George returned to Er^land, Wilson to U.S.A. 

July. 

I Supreme Council of the Peace Conference became Council of Five. 
Prohibition came into force in U.S.A. 

3 Prime Minister announced that the Kaiser was to be tried in London. 
Armistice between Esthonian and German troops. Germans left 

Riga. 

4 R34 landed in U.S.A. after crossing Atlantic in 108 hours. 

Mutiny at Archangel. 

6 Riots in Italy due to high prices. 

9 Peace Treaty radhed by Germany. 

10 President Wilson laid the Peace Treaty before the Senate. 

12 Blockade of Germany raised. 

14 Victory march in Paris. 

16-17 Spanish fighting with Raisuli in Morocco. 

18 Result of Victory Loan. ^1(^708 million. 

19 Victory march in London. 

21 Debate in the House of Commons on Peace Treaty and on Irish 

Bill. 

Coal retail price raised by 6s. a ton. ^ 

22 Report of Baltic Commission on neutrality of Aland Islands. 

31 Police Union Strike. 

Average daily expenditure April-July, ^{^4, 442, 000. Agitadon 
against squandermania.” 


August. 

i Fall of Bela Kun. Socialist Dcmocradc Cabinet formed in 
Budapest. 

Poland ratified Peace Treaty and Minoridcs Treaty, 
a Japanese Declaration respecting Shantung. 

4 Occupation of Budapest by Riunanians. Blockade of Hungary 
raised. 
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August. 

6 Rttmamans defied Inter- Allied Armistice Commission. 

8 Peace between the Government of India and Afghanistan. 

9 Anglo-Perskn Agreement signed. Note from Supreme Council. 

11 Constitution of German Republic promulgated by National 

Assembly at Weimar. 

13 Rumanian Government replied to Supreme Council on action in 
Hungary. 

New Coalition Cabinet in Hungary. 

18 Treasury removed restrictions on export of capital. 

Rising of Poles against Germans in Silesia. 

British victory over Bolshevik naval force in Gulf of Finland. 
zo Dollar -sterling exchange rate $4-11 = 

23 Resignation of Archduke Joseph and his government owing to 
refusal of Supreme Councu^s recognition. 

“ Huge Government Staffs,** 407,000. 

.Second Note of Supreme Council to Rumania re Hungary. 

28 Winter milk expected to cost is. a quart. (Higher chan in war-time.) 
Death of General Botha. 

29 ** Whitehall purge ** began. 

30 British Jiir raid on Kronstadt. 

September. 

t Imperial Preference on tea, coffee, motor-cars, etc., in force. 
Quartern loaf pjd. 

Embargo on trade with enemy countries lifted. 

2 Supreme Council gave Germany notice to suppress Article 61 of 

German Constitution which provided for admission of 
Austrian deputies to German Imperial Council. 

3 President Wilson started on his tour on behalf of the League of 

Nations. 

General Smuts became Prime Minister of South Africa. 

Peace Treaty with Austria signed at St. Germain. Jugoslavs and 
Rumanians abstained. 

Trade Unions Congress voted for nationalization of mines. 

12 Canada and South Africa ratified Peace Treaty. 

Dail Eireaim suppressed. 

D*Annun2io with Storm Troops entered Fiume. 

15 Allies decided to evacuate Russia, 

26 President Wilson's tour abandoned owing to ill-health. 

Archangel evacuated. 

Railway strike. Government appeal to “ fight for the life of the 
community.*’ 

27 New Rationing Orders : state of emergency declared. 

29 Note of Allied and Associated Governments to Germany — to 
observe Article XII of the Armistice and withdraw troops from 
Austria-Hungary, Rumania, Turkey and Russia. 
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1919. 

October. 

2 Australia ratified Peace Treaty. 

4 End of railway strike. 

7 Italy ratified Peace Treaties with Germany and Austria. 

10 King George V ratified Peace Treaty. 

Riga attacked by Germans. Violation of Treaty of Versailles. 

13 France and Belgium ratified Peace Treaty. 

Thirteen Allied Powers signed International Aerial Navigation 
Convention in Paris. 

U.S. Senate rejected Shantung Amendment to Peace Treaty. 

25 Austria ratified St. Germain Treaty. 

27 Prime Minister reconstructed die Cabinet. 

28 Supreme Council appointed Inter-AlUed Military Commission to 

control evacuation of Baltic Provinces by German troops. 

Bar silver 66|d. per ounce in London. Silver coins worth face 
value as metal. 

Anticipated Budget deficit of nearly million. Economy 

demanded. 

29 First International Labour Conference met at Washington. 

30 International Labour Conference decided to admit German and 

Austrian delegates. 

November. 

3 White Paper issued which gave ^(^79, 830, 000 as sum expended on 

naval and military operations in Russia (November nth, 
1918, to October 31st, 1919). 

4 “ Fight the Famine ” Council met. German and Austrian delegates 

present. 

6 Bank rate raised to 6 per cent. 

8 Lloyd George’s Guildhall Speech. Proposal to make terms with 

Soviet Russia, 

8 Daily Herald pubhshed Lenin’s proposals for peace — transmitted 

by Colonel Malone, M.P. 

10 London-Paris air mail opened. 

President Poincare paid state visit to London. 

13 U.S. Government declared its refusal to confer with Russia. 
Hungarians evacuated Budapest. 

U.S. Senate adopted (by 46 votes to 33) reservation to Article X 
of the Covenant of the League. 

D’Annunzio’s raid on Zara. 

15 Bolsheviks captured Omsk, the seat of Koltchak’s Government. 
Egyptian Cabinet resigned as result of Milner Mission. Riots in 
Cairo. 

9 Report of Joint Select Committee on the Government of India 

Bill issued. Diarchial Plan. 

Swiss Federal Parliament decided in favour of Switzerland joining ^ 
the League. 
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1919. 

November, 

/19 U.S. Senate rejected Peace Treaty for the first time. 

22 Note of Supreme Council to Germany that ratification of Peace 

must be signed within a week. 

23 New Cabinet at Cairo under Yussuf Wahba Pasha. 

26 Proclamation suppressing Sinn Fein and kindred organizations. 

27 Peace between Allies and Bulgaria signed at Ncuilly. Jugoslavs 

and Rumanians abstained. 

28 Einstein’s article in The Times on his “ Theory of Relativity.” 

Lady Astor won by-election at Plymouth. First woman M.P. 

December, 

5 Jugoslavs signed Austrian and Bulgarian Treaties. 

8 “ Curzon Line ” fixed by Supreme Council as provisional Polish 

frontier. 

Alsace-Lorraine deputies took their scat in the Chamber. 

Supreme Council’s Note to Germany on delay in ratification of 
the Peace Treaty and measures to be taken if Armistice is 
denounced. 

9 Issue of Report of Advisory Committee on Civil Aviation. 

10 Rumania signed Austrian, Bulgarian and Minorities Treaties. 

Ross Smith completed liis flight from Great Britain to Australia. 
Soviet Russia made formal ofler of peace to the Allied Powers. 
Notes containing fonnal offer returned to M. Litvinoff. 

13 M. Paderewski resigned. 

19 Attempt on life of Lord French in Dublin. 

23 Supreme Council insisted on Germany’s signature of Protocol to 
Peace Treaty. 

Royal Assent to Government of India Act, 1919. 

Proclamation of the King to the Princes and people of India. 
Koltchak in retreat in Siberia. 

27 Air Ministry announced opening of All-British air route, Cape to 
Cairo. 

29 Submission of the Mahsuds on North-West Frontier. 

1920. 

January. 

5 Poles took Dvinsk from Bolsheviks. 

6 Bolsheviks broke through Denikin’s army and reached Sea of 

Azov. 

9 Koltchak’s armies surrendered. 

10 Peace Treaty ratified by principal Allied Powers and Germany. 
Treaty came into force. 

M. Clemcnccau, President of Peace Conference, sent telegram 
to neutrals asking for their adherence to the League of 
Nations. 
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jpzo. 

January, 

to Mandatory system came into effective legal being. 

14 Revised proposals re Fiume handed to Jugoslavs. 

List of German War criminals settled. Kaiser to be tried. 

15 Allies made official demand to the Netherlands for the extradition 

of the Kaiser. 

Bankers* memorial on financial sitiution : international conference 
urged. 

16 Peace terms svibmittcd to Hungary. 

First meeting of the Council of the League of Nations in Paris — 
invitations having been sent by President Wilson. 

Supreme Council decided to allow resumption of trade with 
Russia. 

18 Clcmcnceau Cabinet resigned. New Cabinet imder M. Millerand. 
French took possession of Saar coal mines. 

Fighting reported between French and Arabs in Syria. 

20 Jugoslav Government refused Supreme Council’s proposal for 
settlement of Adriatic question. 

23 U.S.A. during 1919 had favourable trade balance of ^^850 million. 
World owed U.S.A. ^2,^06 million. 

25 Dublin Castle offered reward of 3(^10,000 for information re persons 

guilty of murders of fourteen police officers. 

German Government offered to try persons accused as War criminals 
before German Supreme Court at Leipzig. 

26 Governing Body of The International Labour Organization met. 

27 Netherlands Government refused to give up the Kaiser. 

28 Turkish National Pact. 

29 Manifesto of Trades Union Officials and Labour on Peace with 

Russia. 

31 Arrest of Sinn Fein leaders. 

Lord Grey’s letter to The Times on America and the League. 

February. 

2 Rupee fixed at 2s. 

3 Further fall in the $3*36. 

4 Conference of Ambassadors issued declaration refusing to recognize 

Hapsburg restoration in Hungary. 

6 Petrol 8d. a gallon dearer. 

7 Admiral Koltchak and his Prime Minister shot at Irkutsk by 

Bolsheviks. 

10 Hungarian Note to Peace Conference on conditions of the Peace. 
Note of President Wilson to the Allies on the Adriatic question. 

11 League Council met in London. 

Government replied to the bankers’ memorial on the financial 
situation. 

12 Supreme Allied Council met in London. 
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1920. 

Fehmary, 

16 Note of Supreme Allied Council to Germany agreeing to proposals 

for trial 

17 Report of massacre of 7000 Armenians by Turks, 

Army Bstimates for 1920--21 — ^125,000,000. 1914—^28.845,000. 

18 OSicial announcement that the Allies had decided not to deprive 

Turkey of Constantinople. 

23 Allies decided to propose selected cases of War criminals to the 

Germans for trial at Leipzig. 

24 Supreme Council’s change of policy tow^ards Russia ; border 

states advised not to continue war, but AlHcs would support 
them if Russia infringed their new frontiers. 

25 Home Rule Bill introduced in House of Commons. 

26 Governing Commission of the Saar constituted. 

Franco-British reply to President Wilson’s Note on the Adriatic 

question. 

March. 

8 Government decision on flour prices : 4 lb. loaf to be is. after 
April I2th. 

10 Supreme Council decided to reject proposal to modify frontiers 
of Hungary as fixed by Peace Treaty. 

Congress of Syrian notables oflered Crown of Syria and Palestine 
to Emir Fcisal. 

13 Militarist revolution in Germany. Kapp putsch. 

15 Emir Feisal accepted Crown of Syria. French and British Govern- 

ments repumated the action of Arab Congress. 

General Strike in Germany. 

16 Constantinople occupied by Allied troops. Kemalists expelled. 

17 Suppression of Kapp Revolution. Ebert Ministry returned to 

Berlin. 

19 U.S. Senate finally rejected the Peace Treaty. 

German Government sought permission to send troops into the 
Ruhr to suppress Communist rising. 

20 Lord Mayor of Cork murdered. 

Milner Mission left Egypt. 

22 Hungarian Order in Council estabhshes monarchy as constitutional 
form of government. 

24 New German Cabinet of Social Democrats and Centre Party. 
Armistice concluded between Government and Red rulers of 

Westphalia. 

25 Reds held out in West Germany. 

26 Bauer Ministry fell in Berlin. Herr Muller formed new 

Cabinet. 

27 Novorossiysk captured by Bolsheviks. British Navy secured 

evacuation of Denikin’s troops. Denikin retired to the 
Crimea. 
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1920* 

April 

3 Reichswehr advanced into the Ruhr in contravention of the Peace 

Treaty. France demanded immediate withdrawal. 

4 Incendiarism in Dublin, Cordon of troops round city. 

<5 French occupied Frankfurt, Hanau and Darmstadt. 

Reichswehr occupied Essen. 

New Cabinet in Turkey. Sultan gave it free hand to deal with 
Mustafa Kcmal. 

7 Denikin handed over Oimean command to Wrangel. 

9-1 T Exchange of Notes between French and British Governments re 
France s independent action in the Ruhr. 

12 Belgian contingent went to Frankfurt. 

General Strike in Ireland. Government refused to release hunger- 
strikers in Mountjoy Prison. 

14 Irish hunger-strikers released. 

17 French withdrew from Ruhr. 

Index figure of cost of living fell from 135 in February to 132. 

19 Supreme Council met at San Remo. Framework of Treaty of 
S&vres agreed upon. 

21 German demand to the Supreme Council for increase in army. 

23 Turkish National Assembly met at Angora. 

25 San Remo Conference assigned Mandates for Mesopotamia and 

Palestine to Britain, and for Syria to France. 

Anglo-French Oil Agreement, 

Polish offensive against Russia. 

26 Allied Note to Germany requesting her to submit proposals for 

reparation to an Allied Conference and refusing request re 
increase in her army. 

Supreme Council authorized Supreme Economic Council to 
arrange for resumption of trade with Russia. 

28 Defeat of Bolsheviks on Crimean front by WrangePs forces. 

Coup d*etat in Azerbaij-an. Baku occupied by Bolsheviks. 


May. 

7 Chancellor of Exchequer gave ns. as per capita direct taxation 

in 1914 and £14, 7s. in 1920-21. 

8 Poles took Kiev. 

II Text of Turkish Treaty handed to Ottoman Delegates, 

14 League Council met in Rome. 

Sugar to be is. 3d, per lb. 

16 Committee of Experts appointed to determine German reparation 
payments. 

Franco-British agreement on interdependence of Allied debts and 
reparation payments. 

18 M. Poincar^ resigned as President of Reparation Commission, 
Opposition to fixed indemnity from Germany. 
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May, 

19 League Coittwal appointed Pcnnanent Advisory Cotnmissitai on 
Armaments (P.A.C.). 

22 China declined to negotiate with Japan on the (question of Shantung 
on basis of Versailles Treaty. 

31 Russian trade delegation under M. Krassin opened negotiations in 
London. 

June, 

4 Hungarian Peace Treaty signed at the Grand Trianon. 

7 Negotiations between ZaghJul Pasha and Milner Mission began in 

London. 

8 U.S.A. raised embargo on trade with Russia. 

9 Bolsheviks occupied Resht in Persia. 

IT Bolsheviks recaptured Kiev. 

13 Decision to decontrol price of home-grown wheat. Farmers to 

sell at same price as forcim wheat. 

14 League Council met in London. Received request of Persia for 

intervention in regard to invasion by Bolsheviks. 

15 Commission of Jurists to prepare Statute of Court of International 

Justice met at The Hague. 

16 Action between British forces on Ismid front with Nationalists of 

Kcmal. 

19 British warships ordered to Constantinople; also battalion of 

Essex regiment. 

Conference at Hythe. Allies accepted Greek proposal to intervene 
in Straits. 

20 His Majesty’s Government announced Mesopotamia to be an 

independent State. 

21 Conference at Boulogne. Disarmament and reparation discussed. 

22 British troops blew up Dardanelles guns. 

23 Greek offensive from Smyrna against the Turks began. 

25 Tile Hague to be the scat of the Permanent Court of International 
Justice. 

27 British naval forces occupied Mudania on Sea of Marmora. 

28 Greeks landed at the Dardanelles to operate from there. 

30 British Note to Russia. Conditions upon which trade will be 
resumed. Agreement outlined. 

July. 

2 Arab rising in Iraq began : suppressed December 1920. 

4 Agreement rcacbcd at Brussels by Allies as to the division of 

reparation payments. 

5 Slcsvig Treaty signed in Paris. Slesvig as result of plebiscites divided 

between Denmark and Germany. 

Spa Conference opened. 

6 British Institute of International Affairs founded, 
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July. 

7 Russian Government agreed to terms of British Note of June 3odi 

for resumption of trade. 

8 Terms for disarmament presented to Germany at Spa. 

9 Germans signed Protocol referring to disarmament. 

11 Allied Note to Soviet Russia and Poland, proposing that Poles 

should retire behind ** Curzon line ” and peace conference be 
convoked. 

12 Lithuania signed Treaty of Peace with Soviet Russia. Lithuania 

to have Vilna. 

14 French sent Ultimatum to Emir Fcisal demanding acceptance of 

French Mandate for Syria. 

1 5 French marched on Damascus and Aleppo. 

16 Germans agreed to Allies’ conditions respecting surrender of coal. 
Reparation Agreement signed by British Empire, France, Italy, 

Japan, Belgium and Portugal. 

17 Russia rejected Allied proposal, but suggested direct negotiations 

with Poland. 

19 Allied Ultimatum to Turkey demanding signature of peace treaty. 
23 Russians threatening Warsaw. Poles asked for armistice. 

25 Greeks occupied Adrianoplc. 

French occupied Damascus. 

28 Conference of Ambassadors made decision on Teschen question. 
August. 

3-5 First meeting of P.A.C. on Disarmament. 

4 Pound worth 14s. 9d. in New York. 

5 German legislation re disarmament passed the Reichstag. 

8 Conference at Hythe on Russo-Polish war. 

10 Treaty of Sevres signed with Constantinople Government, Straits 

to be internationalized. Greece to have Smyrna for five years. 
Treaty of Sevres between Austria and Succession States, 

11 Treaty of Riga between U.S.S.R. and Latvia. 

12 Agricultural Wages Board decided on 4s. a week increase for 

farm workers. 

14 Treaty between Jugoslavia and Czechoslovakia. 

18 Milner Mission handed proposals to Egyptian delegation. 

23 Battle of Warsaw. Poles, assisted by General Weygand, defeated 
Russians at Warsaw. 

September. 

I Celebration of Tercentenary of Sailing of Mayflower at Plymouth, 

7 Military agreement between France and Belgium. 

19 Agreement reached in Italy between employers and workers 

(General Federation of Manufacturers and General Federation 
of Labour) for workers’ control in industry. 
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September, 

19 Council of League of Nations recognized the transfer of Eupen and 
Malmcdy to Belgian sovereignty. 

22 Reparations Commission published statement of German tonnage 
surrendered to Allies — 1,944,565 tons. 

24-Ociobcr 8 International Financial Conference in Brussels. 

30 Parade of the Middle Classes Union in the Strand, protesting 

against high prices. 

Treaty between Soviet Russia and Azerbaijin. 

October. 

5 Constitution of Austrian Republic promulgated. 

9 Poles occupied Vilna. 

12 Armistice signed between Russia and Poland. 

14 Peace Treaty between Finland and Russia signed at Dorpat. 

18 Bread price — is. 4d. for a quartern loaf. 

Riots of unemployed in Whitehall. 

25 Alderman MeSwiney, Lord Mayor of Cork, died in Brixton Prison 

on seventy-fourth day of his hunger strike. 

King Alexander of Greece died in Athens. 

27 Danzig constituted as a Free City by Conference of Ambassadors. 

28 Allies recognized Rumanian sovereignty in Bessarabia. 

League Council decided plebiscite should be held at Vilna. 

31 Wrangcl defeated by Bolsheviks in Crimea. 

November. 

I Scheme for Austrian reconstruction submitted to the Reparation 
Commission. 

Tacna-Arica dispute between Chile and Peru began. 

3 Senator Harding (Republican) elected President of U.S.A. 

9 Anglo-Egyptian negotiations in London ended. 

Poland signed Danzig Convention. 

11 Armistice Day. Unknown Warrior buried in Westminster Abbey. 

Cenotaph unveiled. 

12 Treaty between Italy and Jugoslavia .signed at Rapallo. 

Third Reading of Home Rule Bill carried by 183 to 52. 

13 Treaty of Trianon ratified by Hungarian Parliament. 

14 Wrangcl and his army fled to Constantinople. Sebastopol fell. 

15 First Assembly of the League of Nations met. 

Results of elections in Greece. Majority for ex-King Constantine. 
Mu Vcnizelos resigned. 

17 Constitution of Free City of Danzig placed imder guarantee of the 
League. 

21 Riots in Dublin. Ten army officers murdered, four of other ranks. 

26 Smn Fein leaders, Mr. Arthur Griffith and Mr. John McNeill, arrested. 

29 Armistice convention between Poles and Lithuanians at Vilna. 
Murder of eighteen Irish auxiliary police in County Cork. 
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1 ^ 20 . 

tkcember. 

t Constitution of Permanent Mandates Commission approved by the 
League. 

D’Annunzio, in defiance of Treaty of Rapallo, declared war on Italy. 
2 Soviet Government established in Armenia. 

Allied Note to Greece on consequences of return of ex-King 
Constantine. 

6 Greek plebiscite results showed majority in favour of ex-King 
Constantine. 

12 City of Cork in flames. Discovery of plant for bombs in Dublin. 
Declaration of Martial Law in Cork, Tipperary, Kerry, Limerick. 

All arms and ammunition to be given up by December 27th. 

13 Assembly of the League approved Statute and Optional Clause for 

the compulsory jurisdiction of the Court of International 
Justice. 

15 Austria admitted to the League. 

16-22 Meeting of Allied and German experts at Brussels on Repara- 
tions. 

17 League assigned mandate for Yap and Caroline Islands to Japan. 

19 Ex-King Constantine arrived in Greece. 

20 Farrow’s Bank suspended payment. Chairman and auditor arrested. 
Pitched battle in Tipperary between soldiers and civilians. 

23 Franco-British Convention on frontiers of Iraq and Syria. 

24 Italian troops marched on Fitime. D’Annunzio wounded. 

31 Fiume capitulated to General Ferrario. 


1921. 

January. 

ro Lord Reading appointed Viceroy of India. 

14 Report of Experts Committee on Reparation submitted to Supreme 

Council. 

15 Occupation of Anual by Spanish troops. 

t6 M. Briand became Prime Minister of France. 

18 Italians occupied Fiume. 

23 Turkish Government accepted Agreement for Provisional Inter- 
Allied Financial Control. 

25 Women sat for first time as jurors in Divorce Court. 

26 Supreme Council recognized de jure independence of Republics of 

Esthonia and Latvia. 

29 Supreme Council’s proposals to Germany re reparation payments. 
Sanctions to be imposed in case of failure to accept. 

February. 

4 Unemployment figures — i,to8,ooo. 

The Times published figures from annex to Report of the Brussels 
Financial Conference showing comparative taxation — average 
per head: U.K., >(^17; France, ^£5, i6s. ; Germany, ^2, lis. 
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1931 . 

Fehmary, 

9 Duke of Coimauglu inaugura!^ Council of State and Imperial 
Legislative Assembly in Delhi. 

10 South Africa election results. Victory for General Smuts. 

14 Ministerial changes in Great Britain. 

17 Conference on Wheat Prices. Government pledge to farmers of 

guaranteed price of 95s. a quarter to be honoured. 

18 Report of the Milner Commission to Egypt issued. 

19 Treaty between France and Poland. 

21 Cossacks under Riza Khan took Teheran. Nationalist Government 
set up. 

Panama invaded Costa Rica. 

21-March 14 Conference in London on Turkey. Allies realized that 
Treaty of Sevres must be revised. 

Conference in London on Reparation. German counter- 
proposals submitted. 

25 Hutuktu, the Living Buddha, crowned King of Mongolia ; and 

independence of country from China proclaimed. 

Temporary Mixed Commission on Disarmament appointed. 

26 Russo-Persiaii Treaty signed. 

28 Fierce fighting in Florence between Fascists and Socialists. 
Russo-Afghan Treaty signed. 

March. 

l Turco-Afghan Treaty signed. 

Cost of hving 141 per cent, above July 1914. 

3 League puts into effect organization of Ter Meulen Scheme for 

International Credits. 

Rumanian Convention of Alliance witli Poland. 

Vilna plebiscite abandoned : failure to raise international force to 
supervise. 

4 President Harding took Oath of Office. 

President Harding’s Message upon taking the Oath. Internationa] co- 
operation in so far as it is compatible with national sovereignty. 
Royal Assent given to Unemployment Insurance Bill. 

<5 President Harding issues ultimatum to Panama and Costa Rica, 
Hostilities ceased. 

7 Conference between AUics and Germans failed. Sanctions to be 

enforced. 

Ex-King Karl arrived in Hungary. 

8 “ Sanctions ” put into force. Allied forces occupied DiisscldorC 

Duisburg and Ruhrort. Germany appealed to the League. 

16 Bolshevik Treaty with the Kcmalists. 

Trade Agreement between Great Britain and Soviet Russia signed, 

17 Bonar Law resigned from the Government for reasons of health. 
Allies agree to provisional suspension of reparation and relief claims 

against Austria. 
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I 92 t. 

Mmh. 

1 8 Peace signed between Russia, Poland and the Ukraine at Riga. 

10 Turks ejected from Batum. Georgians established a Soviet Govern- 

ment. 

20 Plebiscite held in Upper Silesia. Indecisive result. 

23 Second Greek oflensivc, following failure of London Conference. 

April. 

3 Conference of Ambassadors reafiirmed declaration against restora- 

tion of the Hapsburgs in Hungary. 

Congress of Fascists in Bologna. 

4 Zaghlul Pasha arrived in Alexandria and was received with 

enthusiasm. 

5 The Times published “ Instructions regarding Work of Political 

Trade Delegations** — Soviet Government’s propaganda for 
World Revolution. 

Ex-King Karl left Hungary for Switzerland. 

7 Sun Yat-Sen elected “ President of China ” by Parliament at Canton. 

Inauguration of New Economic Policy in Russia. 

9 Allied Customs C ordon established in Rhineland. 

22 Canada decided to appoint a Minister to the U.S. 

23 Treaty berween Rumania and Czechoslovakia. 

24 Tyrol by plebiscite votes for union with Germany. 

27 Reparation Commission fixed £,6600 milbon — amount due from 

Germany under Art. 233 of Treaty of Versailles. 

28 Bank rate reduced from 7 to per cent. 

M^ty, 

1-7 Serious riots in Jaffa : fighting between Jews and Arabs. 

2 U.S. A, threatened Panama with sanctions unless she accepted 

American award. 

5 Ultimatum of Allies to Germany on reparation. Six days’ grace 
allowed. 

11 Germany decided to accept Allies* Ultimatum. 

18 Moimt Everest expedition started. 

20 Riots in Alexandria. Europeans killed. 

Military coup Titat in Portugal. 

22 Trial of War criminals began at Leipzig. 

24 New Postal Rates — Postcards, i|d., foreign letters, 3d. 

25 Dublin Customs House destroyed by rebels. 

U.S. Senate voted unanimously for five years* naval holiday. 

26 First woman passed final Bar examination. 

27 Britidi Force returned to Upper Silesia to restore order. 

June. 

3 U.S. Immigration Laws, establishing annual quotas for immigrants 

of all nations, in force. 
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19^1. 

June. 

7 Hrst Ulster Parliament opened. 

Convention between Rumania and Jugoslavia. 

13 Italian Royal Commission took over government of Fiume. 

Denunciation of Anglo-Persian Agreement. 
zz Royal visit to Belfast for opening of Parliament of Northern 
Ireland. 

Mussolini as leader of Fascists made speech in the Chamber. Fight 
ensued between Fascists and Socialists. 

14. League Council awarded Aland Islands to Finland. 


July. 

4 Work resumed in coal-fields. 

5 Mediterranean Fleet ordered to concentrate at Constantinople. 
Everest climbers reached 23,000 feet. 

7 Albania appealed to League against Jugoslav invasion. 

12 Fresh negotiations between Egyptian delegations and British 
Government opened. 

14 Irish Peace Conference in London. 

16 End of Leipzig trials of war criminals : twelve cases, six convictions. 
22 Spanish retreat from Anual (Morocco) began. 

26 Treaty of Trianon ratified and came into force. 

British withdrawal from Persia announced. 

30 Treaty of Peace between Soviet Russia and Turkey ratified by 
Angora Assembly. 


August. 

8 Supreme Council met in Paris. 

9 Capitulation of Spaniards retreating from Anual. 

11 President of the United States issued invitations to a Conference 

on Disarmament and the Far Eaist at Washington. 

12 Statement by the Treasury of German reparation payments. 

Receipt by Great Britain of ^12,113,000 up to April 30fh, 1921. 
Supreme Council decided to refer the question of partition of 
Upper Silesia to Council of the League. 

15 Issue of text of Government offer for Irish Settlement. 

23 Emir Feisal crowned King of Iraq. 

24 Treaty of Peace between U.S.A. and Austria signed. 

Official reply of dc Valera, refasing Britain’s offer of “ Dominion 
status.” 

Panama gave up disputed territory : protest against U.S. action. 

25 Treaty of Peace between U.S. and Germany signed in Berlin. 

27 Agreements between Soviet Russia and Dr. Nansen (High Com- 
misfioncr appointed by Red Cross for Relief in Russia). 

29 Treaty of Peace between U.S.A. and Hungary signed. 
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ipai* 

September, 

z League Couacil declared the Statute of the Court of Intcrnatioiial 
Justice to be in force : ratified by majority of League members. 

6 Cabinet met in Inverness to discuss Irish situation. 

7 British Note to Soviet Russia on violation of Trade Agreements 

by propaganda in India, Turkey and elsewhere, 

8 Mark fell in Berlin. Bourse closed. 

14-16 Judges for The Hague Court elected by the League, 

29 Conference of Ambassadors decided to maintain territorial integrity 

of Albania and recognized particular interest of Italy in that 
country. 

30 Economic sanctions against Germany raised. 

October, 

I Safeguarding of Industries Act 1921 came into force for five years. 
12 League Coimcil plan for the partition of Silesia. 

19-20 Revolution in Lisbon : Prime Minister assassinated. 

20 Conference of Ambassadors accepted League proposals re Upper 

Silesia. 

Franco-Turkish Treaty signed at Angora fixed frontier between 
French Syria and Turkey. France recognized Angora Govern- 
ment. 

21 Ex-King Karl again in Hungary joined by irregular forces. 

23 German Cabinet resigned as protest against the Silesia decision. 

24 E.K-King Karl arrested at Komoru by Admiral Horthy’s troops. 
Conference of Ambassadors demanded that Ex-King Karl should be 

deposed and exiled. 

28 Note from Soviet Government to Powers re recognition of debts. 
November. 

I Prince of Wales opened first Parliament elected under new Maltese 
Constitution. 

3 820 marks to the pound sterling in Berlin. 

4 All-Indian Congress Committee, on Mr. Gandhi’s resolution, 

adopted “ civil disobedience.” 

7 Hungarian law abrogating rights of Karl IV and invalidating 
Hapsburg succession. Followed by declaration that Hungary 
would abide by decision of the Conference of Ambassadors. 

9 Conference of Ambassadors appointed Commission to settle 

Albanian frontiers. 

12 Washington Conference opened. 

Albanian independence recognized. 

13 United States Delegation at Washington Conference proposed ten 

years’ hohday scheme for limitation of naval armaments in 
U.S.A., Great Britain and Japan. 

14 League appointed Upper Silesian Commission to conduct Polish- 

German negotiations. 
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ipai, 

Nopmber. 

15 Krst mteraatioiMil Air Navigation Congress opened in Paris. 

%y|>dans rejected British proposals. 

W 5 Dollar rate in London 4*00 J to the clFcct of Washington Con- 

ference. 

19 Admiralty gave orders for work on four new vessels of super-Hood 
type to be suspended. 

Ex-King Karl arrived in Madeira, his place of exile. 

Deemher, 

1 Govcrmncnt*s new proposals to Sinn Fein for an Irish Free State. 

6 Anglo-Irish Treaty signed. Irish Free State with Dominion status. 
Oath of loyalty to the King and British Empire. 

10 Jugoslavs evacuated Albania. 

13 Four-Power Treaty (Great Britain, France, United States and Japan), 
for preservation of peace and maintenance of their rights in the 
Pacific, signed at Washington. 

15 German Government applied for a moratorium of reparation 
payment due on January 15th. 

23 Zaghlul Pasha arrested. Deported to the Seychelles (March 1022). 

“ Hartal ** declared in Calcutta on the visit of the Prince of Wales. 


1922. 

January. 

6-13 Conference at Cannes. Decision to call Economic Conference 
at Genoa. Russia to be invited. 

7 Dail Eircann voces on the Treaty. For the Treaty, 64 ; against, 57. 
10 Mr. Arthur Griffith elected President of Dail Eircann. Ministers 
chosen from supporters of the Treaty. 

T2 Briand Ministry resigned. Poincar^ government formed. 

Amnesty proclaimed in Ireland. 

13 Germany granted provisional moratorium on reparation. 

28 Dollar rate in London 4'27t to the /t. 

30-March 24 Preliminary session of The Hague Court. 

31 Civil Disobedience began in certain areas in India. 

Pehruary. 

4 Treaty between China and Japan re Shantung. 

6 Two Nine-Power Pacts signed at Washington on policy to he 
followed id China. 

Washington Conference adopted Five-Power Naval Treaty for 
limitation of naval armaments. 

10 First and Second instalments of Geddes Economy Report issued ; 

anticipated saving of ^$0 million, 
u J^ancso-Amcrican Treaty re Yap mandate signed. 

21 Third Geddes Economy Report. Saving of £i 5 million proposed, 
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1922. 

Pebmary* 

2$ Wedding of Princess Mary to Viscount LasccUcs. 

British declaration terminating Protectorate of Egypt : independ- 
ence subject to certain conditions. 

March. 

3 Fascist putsch in Fiuroc. 

8 U.S. Government declined to take part in Genoa Conference. 
Serious riots on the Rand. Troops called out. 

10 Gandhi arrested. 

Martial Law on the Rand. 

11 Allied Finance Ministers agreed on division of reparation payments. 

13 Soviet Republics in Transcaucasia formed federation*. 

14 Following encircling movement of General Smuts, Rand revolt 

ended. 

15 Fuad, former Sultan, proclaimed King of Egypt. 

18 Gandhi sentenced to six years* imprisonment. 

Fighting on the Ulster frontier between the Irish Republican Army 
and Ulster Special Constabulary. 

21 Note of Reparation Commission to Germany for partial mora- 
torium and extension of financial supervision. 

24 German Exchange — 1535 marks to the ^i. 

29 Irish Peace Conference convened by British Government opened 

in London. 

30 Irish Peace Agreement signed by Governments of Northern Ireland, 

Southern Ireland and Britain. 

U.S. Senate ratified Treaties signed at Washington. 

April, 

1 Cost of living 82 per cent, above July 1914. 51 points below 

figures of April ist, 1921. 

Ex-King Karl died at Funchal. 

2 Price of milk reduced from 9d. to sd. a quart. 

10-May 19 Genoa Conference. Thirty-four countries present to 
discuss economic reconstruction of Europe, 
ii 5 per cent. War Loan for first time rose above par — looj. 

16 Treaty of Rapallo between Germany and Soviet Russia. 

29 Washington Treaties ratified by China. 

May. 

1 Budget statement. A shilling off Income Tax, lower duties on tea 
and coffee and cheaper postage. 

15 Polish-German Convention on Upper Silesia signed. 

U.S, Chamber of Commerce Report on AlHcd indebtedness to the 
U.S. Aggregate debt, ^2,267,856,000. 

16 U.S. refused invitation to The Hague. 
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ipzi. 

May* 

17 Breakdown of negotiations on Russian trade relations. Decision 

to reopen discussions at The Hague, 
ap Fighting on the Ulster and Free State borders. 

31 New Austrian Cabinet with Dr. Seipel as Chancellor. “ Bourgeois ” 
combination. 

Following German acceptance of terms, Reparation Commission 
confirmed partial moratorium. 

June. 

1 50,000 Fascists gathered at Bologna. 

3 Great Britain reaffirmed Balfour Declaration on Palestine. 

4 British troops drove I.R.A. rebels out of Northern Ireland. 

5 Portuguese airmen completed Transatlantic flight — Lisbon to 

Pernambuco, 

10 Li Yuan-Hung accepted Presidency of Chinese Republic. 

11 Attempt on Mount Everest abandoned after avalanche, which 

killed seven porten. 

14 Lenin withdrew from the Government of Russia for period of six 

months on account of health. Triumvirate of Stalin, Kamencff 
and Rykoff to take his place. 

15 Secretary of State for Air gave figures of civil aircraft hold- 

ing certificates for air-worthiness on June 1st and on same 
date in two preceding ycai-s. 1922, 97; 1921, 137; 
1920, 240. 

Final meeting of British and Irish signatories to the Irish Treaty. 
Text of amended Constitution issued. 

16 Bank rate declined from 4 to 3^ per cent. 

18 Sun Yat-Sen’s forces defeated in Canton, Sun took refuge on 

Chinese warship. 

20 Retail price of coal to be lower by 9s. a ton in London. 

21 Irish Free State Elections. Pro-Treaty Party majority. 

First Majlis since 1915 opened by the Shah of Persia, 

22 Sir Henry Wilson murdered in London. 

24 Murder of Dr. Rathenau, German Minister for Foreign Affairs. 
26-July 20 Conference of experts at The Hague to discuss relations 
with Russia, 

28 Irish Free State troops laid siege to rebel headquarters in the Four 
Courts in Dublin. 

Labour Party Conference by vote refused to consider affiliation 
with British Communist Party. 

30 At Hague Conference, Litvinoff presented scheme .showing Russia 
required credits up to ^322,400,000. 

July. 

5 Irish rebels surrendered in SackviUe Street Street in flames. 

7 On Berlin bourse the £,1 reached 2400 marks. 

TO Arab Congress in Jerusalem protested against Balfour Declaradoit 
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1922. 

July. 

11 L.C.C. proposal for Sunday games in the Parks carried. 

12 German demand for total moratorium on cash payments till end 

of 1924. 

13 Supreme War Council nominated in Irish Free State with Mr. 

Collins as Commandcr-in-Cbicf. 

17 London County Hall opened by the King. 

18 Creditors of Austria agreed at meeting of Reparation Commissioh 

to waive claims on residue of Austrian assets. 

19 Demonstration against bread prices in Vienna. 

Facta Government fell in Italy. 

General Pilsudski, Chief of State in Poland, resigned on account of 
his inability to co-operate with M. Korfanty. 

20 League Council approved B mandates for Togoland, Cameroons 

and Tanganyika. 

21 German Government accepted terms of the Committee of 

Guarantees for control of German finance by the Allies. 

Free State troops captured Waterford and Limerick. 

24 League Council approved A mandates (Syria, Palestine). 

26 Fascist riot at Ravenna. 

3 1 On Berlin bourse, ^ 1 reached 2745 marks. 

August. 

1 The Balfour Note on reparation and Inter-Allicd debts issued. 

New Italian Government under Signor Facta. 

2 German Exchange closed at 3775 to the 

Committee of Imperial Defence decided to make large addition to 
Air Force — 500 machines for Home defence, at increased cost 
o( million per annum. 

4 Civil War in Italy. 

Washington Treaties ratified by Great Britain for the British 
Empire, 

5 Washington Treaties ratified by Japan. 

7-1 1 Allied Conference in London on Reparation to consider con- 
ditions for grantmg further moratorium. 

9 Sun Yat- Sen’s general again defeated. Sun escaped from Canton 
on British gunboat to Shanghai. 

10 British Orders in Council for Legislative and Executive Council 
in Palestine, 

13 Death of Arthur Griffith, President of Dail Eircann. 

16 German mark 4650 to the jTi. 

French and German competitions vrith gliders.’* One machine 
stayed in the air for three minutes. 

19-26 Sir John Bradbury and M. MaucRre, delegates of Reparation 
Commission, visited Germany to investigate Germany’s finances 
and capacity to pay. 
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igizz, 

Auptst, 

21 Unmploymcfttfigwcs, 1,333,700. 

Coal IS. a ton dcattr in London. 

23 General Michael Collins, bead of Irish Free State Government, 

killed by Irregnlan in an ambush in County Cork. 

Riots of unemployed in Vienna. 

24 Moslcm-Chriscian Congress at Nablus rejected British Mandate. 

26 German Exchange improved from 9500 marks to the £i to 

7550. 

Collapse of Greek Army in Asia Minor. 

31 Alliance between Czechoslovakia and Jugoslavia renewed. 

Se^temher, 

1 Food riots in Berlin. 

3 Greek Government requested the Powers to arrange an armistice 
and decided to withdraw from Asia Minor. 

5 Nine British warships arrived at Constanza to protect British 
shipping. 

9 Turks seized Smyrna. 

n Note of Alhed Commissioners to Angora Government stating that 
Allies would not tolerate violation of neutral zone (Bosphorus 
and Dardinelles). 

Palestine Constitution proclaimed. Ar.ab protest. 

15 Destruction of Smyrna by fire ; 120,000 victims. 

16 The British Government invited the Dominions and the Balkan 

States to take part in the defence of the neutral zone. 

1 8 Dr. Nansen at the League Assembly appealed for assistance for 
Greek refugees. 

21 The French and Italians withdrew from Chanak. 

23 Allies addressed Note to Angora Government, inviting it to 
Conference to discuss peace. 

Turkish forces entered neutral zone of Chanak (retired 24th). 

25 Decision of League Assembly that Council should in future comprise 

six instead of four non-permanent members. 

27 Abdication of King Constantine. Revolution in Greece. 

29 Angora Government accepted invitation to Pc.ace Conference, 

October. 

3 Irish Provisional Parliament accepted Article 17 of the Consdtudon 

containing Oath of Allegiance. 

Conference at Mudania between Allied Generals and the Turks 
opened. 

4 League Agreement for Financial Reconstruction of Austria signed 

by Austrian Chancellor and representadves of four guaranteeing 
Powers. 

9 sterling in Berlin quoted at 11,480 marb. 
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October, 

10 Treaty between British md Iraq Governments signed at Baghdad, 
r I Armistice Convention between Allies and Turks signed at Mudania. 

16 British Government paid £io million to U.S. Government on 

account of interest on War Debts. 

t8 Memorandum and Articles of Association of British Broadcasting 
Corporations ratified by meeting of manufacturers. 

19 Fall of the Coalition Government. Resignation of Lloyd George. 
Decision of the Conservative Party at the Carlton Club meeting 
to fight the election as a separate party. 

24 Conservative Government formed under Mr. Bonar Law. 

26 Parliament dissolved. Election campaign opened. 

Fascist march on Rome. 

27 Allies issued invitations to Lausanne. Conference on the Near 

East ; U.S. A. and Russia invited. 

Successful Fascist risings in Italy. Cabinet resigned. 

29 King of Italy entrusted Mussolini with formation of a Cabinet. 

November. 

T Grand National Assembly of Angora formally disowned Con- 
stantinople Government and abolished Sultanate. 

4 Constantinople Government resigned and the “ Province of 
Constantinople ’* was taken over by Kemalists. 

6 Allied High Commissioners refused to evacuate Constantinople. 

9 U.S. Election results. Small Republican majority. 

13 U.S, Supreme Court decided Japanese were not eligible for U.S. 
citizenship. 

17 Result of Elcctivms in United Kingdom — Unionist majority of 

77 over all. 

Flight of the Sukan from Constantinople on British battleship 
Malaya. 

19 Election of Abdul Medjid, son of Sultan Abdul Aziz, by Grand 

National As.sembly, as Caliph. 

20 Lausanne Conference opened. 

New Government in Germany with Dr. Cuno as Chancellor. 

21 Ramsay MacDonald elected leader of the Parliamentary Labour 

Party. 

26 Special powers conferred by Parliament on Fascist Government. 

28 Execution at Athens of five former Greek Ministers. 

December. 

3 Mr. Timothy Hcaly accepted post of Governor-General of Southern 
Ireland. 

6 Irish Free State officially came into existence, 
n The British Government decided to lay down two capital ships as 
allowed by Washington Treaty. 
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1922. 

i^cemlter. 

13 Moscow Disarmament Conference ended in failure. 

15 League High Commissioner for reconstruction arrived in Vienna. 
21 British Government decided in principle to devote British share 
of Boxer Indemnity to purposes beneficial to both Britain 
and China. 

26 Reparation Commission declared that Germany is in “ voluntary 
default ’* in deliveries of timber. 

30 Union of Soviet Socialist Republics constituted by Treaty of 

Federation signed at Moscow. Transcaucasian federation 
included. 

31 Indian National Congress decided to boycott the Elections. 


1923- 
January • 

1 Indian National Congress adopted resolution for “ civil dis- 

obedience.” 

2 New Bank of Is.suc opened in Vienna. 

3 Conference in Paris. Franco-British deadlock on reparation question. 

10 U.S. President ordered complete evacuation of American troops 

from Germany as result of French action in the Ruhr. 

French and Belgian Note to Germany threatening occupation of 
Ruhr. 

11 Essen and other places in the Ruhr occupied by French troops. 

Belgian troops co-operating. 

Death of Ex-King Constantine. 

13 Hitler, leader of National Socialist Workers’ Party, roused crowds 
in Munich to demonstrate against position of Germany. 

15 German mine-owners, in obedience to their government, refused 

to deliver reparation coal. 

Lithuanians occupied Memel, then under Allied administration. 

16 German mark exchange in Berlin, 80,000 to the 

19 Inter-Allied Commission appointed by Conference of Ambassadors 
to inquire into situation at Memel. 

French troops occupied state-owned mines at Buer, Westerholt 
and Recklinghausen. Banks also put under French control in 
occupied area. 

23 Ruhr miners* strike. 

26 Reparation Commission by three votes, British Delegate abstaining, 
declared Germany to be in ** general default.” 

German mark in Berlin falls to 120,000 to the sterling. 

30 Following general strike, French and Belgians took over Ruhr 
railway administration. 

30 Gracco-Turkish Agreement re exchange of populations. 

31 Treaty presented to the Turks at Lausamic. 
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19 ^ 3 * 

Pehruary. 

3 Poland rdectcd League proposals re Vilm and referred question to 

Conference of Ambassadors. 

4 Turks refused to sign Lausanne Treaty. 

8 Upon Turkish order to withdraw warships before sunset on 
February yth, British warships entered Smyrna Gulf. Ordered 
to fire if attacked. 

II Turks mined entrance to Smyrna Harbour, 

15 French loan to Poland for purchase of war material voted by 

Chamber of Deputies. 
t6 Italy ratified Washington Treaties. 

Conference of Ambassadors agreed to transfer Memel to Lithuania 
as autonomous area. 

Sealed chamber of Tutankhamen’s tomb opened. 

21 Sun Yat-Sen returned to Canton and formed a government. 

22 Report from Baghdad of the discovery of ancient temples at Ur 

of the Chaldees. ^ 

March . 

5 Civil Service Estimates, 1923-24, j(]327,2i2,872. 

8 Turkish Note to the Allies contained counter-proposals for a 
Treaty. 

14 Conference of Ambassadors awarded Vilna to Poland. Lithuania 
protested. 

16 German Government ordered passive resistance in the Ruhr. 
23-May 3 Fifth Pan-American Conference at Santiago. 

24 Norfolk farm workers strike, refusing attempts of farmers to 
reduce wages. 

27 Supreme Revolutionary Tribunal of Soviet Russia condemned 
Archbishop Cieplak and Mgr. Budkevich (Catholic clergy) 
to death. 

30 Death sentence on Archbishop Cieplak commuted to ten years* 
imprisomnent. Mgr. Budkevich executed. British note of 
protest. 

April. 

I Conflict between French troops and Krupp’s workers at Essen ; 
many killed. 

4 Zaghlul Pasha released on account of ill-health. 

7 Angora National Assembly accepted invitation to reopening of 
Lausanne Conference. 

14 Ishii-Lansing Agreement of November 2nd, I9X7> annulled. 

16 Budget statement in the House of Commons. Income Tax reduced 

to 4s. 6d. in the 

17 Proceedings taken against Hitler in the State Court of Leipzig. 

19 Egyptian Constitution signed by King Fuad. 

23 Lausanne Conference reopened. 

Reiebsbank raised bank rate to 1 8 per cent. 
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April 

IS Postmaster-^jcneral appointed Committee on Broadcasting. 

Great Britain recognized independence of Transjordania under 
Amir Abdullah, subject to conditions. 

26 Marriage of Duke of York to Lady Elizabeth Bowes-Lyon. 

27 Proclamation issued by de Valera in Dublin announced his terms 

for cessation of hostilities. 

30 Protocol to Anglo-Iraq Treaty reducing period of Treaty from 
twenty to four years from date of ratification of peace with 
Turkey. 


May, 

2 German Note to the Allies containing reparation offer. Offer of 
^1,500 million by instalments and special guarantees. 

5 British Note to Russia threatening termination of trade agreement. 

6 M. Barbot crossed the Channel twice in a “ glider*’ with 15 b.p, 

engine. 

8 Herr Krupp von Bohlen and two other Krupp Directors sentenced 
by Court Martial at Werden to fifteen years* imprisonment 
and fine of 1,000 million marks each. 

10 Vorowsky, Russian delegate to Lausanne Conference, assassinated. 

14 New postage rates. Reductions in price. Letters, ijd. ; post- 
cards, id. 

20 Mr. Bonar Law resigned from the Premiership on account of 
ill-health ; succeeded by Mr. Baldwin. 

29 Elections for Palestine Legislative Council declared void owing to 
the abstention of the Arab voters from the poll. Establishment 
of Constitution suspended. 

French Loan to Rumania for purchase of material voted by Chamber 
of Deputies. 

31 Fresh collapse of the mark. sterling went to 320,000. 


June, 

I General Strike of municipal employees at Cologne. 

9 Revolution in Bulgaria. Power seized by Army. 

1 1 Soviet Russia gave undertaking to refrain from propaganda against 
Great Britain. 

13 Arab members of Palestine Advisory Council resigned. 

President Li Yuan-Hung left Peking. 

14 On Berlin Exchange ^1 sterling rose to 505,000 marks. 

18-19 Formal Agreement for funding British debt to U.S.A, 

26 Government decided to provide additional thirty-four squadrons 
for Home Air Defence. 

26 The Labour Party at its Annual Conference rejected application of 
the Communist Party for affiliation. 
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1923 * 

1 Cost of living 69 per cent, above July 1914. 

6 Constitution of Union approved and put into force by Central 

Executive Committee in Russia. 

10 The CEcumcnical Patriarch retired from Constantinople and left for 
Mount Athos. 

12 French Loan to J ugosla via for purchase of material voted by Chamber 
of Deputies, 

15 Soviet Government declared economic boycott of Switzerland for 
refusing satisfaction for Vorowsky’s death. 

20 British Note to Allied Ambassadors. Suggestion for inquiry into 

situation in the Ruhr by an imparti^ body : also insisted on 
international control of German finance. 

23 Treaty bcmxcn Turkey and Poland signed at Lausanne. 

24 Treaty of Peace between Turkey and the Allied Powers signed at 

Lausanne, together with convention with regard to the Straits, 
Minorities, etc. 

August, 

2 Reichsbank raised bank rate to 30 per cent. 

3 President Harding died- Calvin Coolidge became President of 

U.S.A. 

7 General Treaty and Extradition Treaty between Turkey and U.S.A. 

signed at Lausanne. 

12 Dr. Cuno resigned and Dr. Stresemann became German Chancellor. 
15 De Valera arrested bv Free State troops. 

17 Termination of Anglo-Japancsc Alliance. 

21 On Berlin Exchange sterling rose to 36 million marks. 

23 Angora Government ratified the Lausanne Treaty. 

24 Evacuation of Constantinople by British troops. 

27 General Tellini, an Italian, President of International Commission 
of Delimitation of Graeco- Albanian frontier, murdered. 

29 Italian Government sent ultimatum to Greek Government. 

31 U.S. Government formally recognized the Republic of Mexico 
and resumed diplomatic relations after interval of nine years. 
Following Greek refusal to accept ultimatum, Italians bombarded 
and occupied Corfu, 

September, 

1 Result of Irish Elections ; Government, 63 ; Repubheans, 44 ; 

Independents, 16 : Labour, 15: Farmers, 15. 

Greek Government appealed to the League of Nations. 

Earthquakes and consequent fires devastated Tokyo, Yokohama 
and surrounding country, 

2 Conference of Ambassadors Note to Greece demanding an inquiry, 

Greek Government accepted jurisdiction of Conference. 

4 On Berlin Exchange mark declined to 77 million to the ;([i. 
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September, 

5 Italy disputed competence of the League to intervene in Italo- 

Greek question: insisted on leaving it to Conference of 
Ambassadon. 

6 League plan for settlement of Grscco-Italian dispute accepted by 

Conference of Ambassadors. 

10 Greece accepted League plan. 

Irish Free State admitted to the League, 
la Coup fT itat in Spain. Primo de Rivera (Marquis d’Estella), President 
of Military Directorate. Martial law declared. 

1 8 Indian National Congress decided to organize civil disobedience 
and to boycott Briti.sh Empire goods as protest against decision 
re status of Indians in Kenya. 

21 Zaghlul Pasha denounced British Declaration to Egypt. 

22 Communist rebellion in Bulgaria. Martial Law declared. 

League Council referred to a Committee of Jurists question of its 

competence to intervene in disputes. 

26 Decision of the Conference of Ambassadors as to responsibility 

for tbc Janina murders. Greece to pay ^£500, 000 to Italy. 

27 Italian troops evacuated Corfu, but Italian naval squadron remained. 
President Ebert cancelled passive-resistance order in the Ruhr. 

28 U.S.A. won the Schneider Trophy by the victory of Lieutenant 

David Rittenhousc with a speed of 177-? 8 miles an hour. 
Dispute between Conference of Ambassadors and Lithuania over 
Memel proposals referred to the League. 

29 League Council authorized Financial Committee to plan Hungarian 

reconstruction. 

30 League Assembly passed Draft Treaty of Mutual Guarantee. 

October, 

I Council of the League decided to accept scheme of Loan to Greece 
for settlement of refugees from Asia Minor, and to appoint 
a Settlement Commission. 

Report of Broadcasting Committee on scheme of national broad- 
casting issued. 

5 Evacuation of Constantinople by Allied forces. 

8 Agreement between French and German industrialists re coal 
deliveries. 

10 German mark touched 19,000 million to the jT^i. 

At Peking, Tsao Kun was proclaimed President of China and 
National Constitution promulgated. 

11 Food riots in Cologne. 

12 British Government invited Amencan co-operation in .settlement 

of reparation dispute. 

14 German Reichstag passed Powers Bill. Full powers conferred on 
Dr. Strcscmanii. 
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Oaaber. 

x6 Berlin food riots. 

21 Armed bands of Separatists proclaimed Rbineland Republic at 

Aix-la-Chapellc. 

22 Separatist movement spread througbout Palatinate. 

23 Imperial Economic Conference passed resolutions on question of 

foreign discrimination against Britisli shipping. 

28 Riza Khan Prime Minister of Persia. 

29 Turkish Rcpubhc proclaimed. 

31 British Note to French and Belgian Governments announced that 
Britain will not recognize separate Rhineland Republic. 
Imperial Conference agreed on question of status of Indians overseas. 

November, 

2 Belgian High Commission compelled Separatists to evacuate 
Aix-la-Chapellc. 

8 Directory of Five headed by Hitler and LudendorfF assumed power 

in Mimich and claimed to rule not only Bavaria but whole 
of Germany. 

Postmaster-Gencral stated that half a million broadcasting licences 
had been issued. Terms of new Agreement with British 
Broadcasting Corporation pubhshccl. 

9 Hitler and Ludendorn were taken prisoners, and putsch fails. 

Close of Imperial Conference. 

13 Reparation Commission decided to investigate German capacity 
to pay reparations. 

15 Order of German Minister of Finance authorized Rentenbank to 
begin issue of Rcntenmark. 
t 6 Parliament dissolved. 

Agricultural Tribunal of Investigation recommended subsidy of 
I os. on all arable land with extra los, for wheat. 

23 Second Stresemann Cabinet defeated in the Reichstag. 

Reparation Commission heard Herr Fischer on Germany's capacity 
to pay. 

26 B.B.C. concert broadcast was heard in U.S.A. 

30 New Government in Germany under Dr. Marx. 

Reparation Commission consented to formation of two Com- 
mittees to inquire into financial situation in Germany. 

December. 

1 Sun Yat-Sen threatened to seize customs revenues at Canton. 

2 New Advisory Council in Palestine comprised solely of Government 

officials. 

3 Rise in value of the mark to 20 billions to the sterling. 

6 General Election in United Kingdom. 

6 Foreign marines landed to guard Canton customs-house : warships 
dispatched by the Powers. 
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December. 

7 RcbeiUon of nittc states in Mexico against Obregon Government. 

8 Election results: Unionists, 254; Labour, 192; Liberal, 149; 

Othen, 7. Eight women elected. 

Powers Bill giving new German Cabinet despotic powers passed 
by Reichstag. 

12 Two American experts joined the Reparation Commission. 

16 Viaory of Vcnizelos in Greek elections. 

18 Tangier Convention signed by delegates of France and Great 
Britain, and by Spain with reservations. 

Hungarian-Turkish Treaty. 

King George of Greece left his country. 

20 League Council approved plan for Hungarian reconstruction. 

21 Appointment of Dawes Committee on Reparation. 

22 Gmeral de Metz informed High Commission that “ Autonomous 

Government of the Palatinate ** had been formed. 

31 Elections to Indian Legislative Assembly, one-third of its member- 
ship Swarajists. 

1924. 

January, 

2 Decrees of the ** Autonomous Government of the Palatinate were 
registered by Rliineland High Commission, British repre- 
sentative dissenting. 

5 Franc fell to 88*6o to the 

7 The Times published first photo-telegraphic message. 

9 Herr Heinz, “ President of the Autonomous Government of the 

Palatinate,” and four associates, murdered at Speyer. 

1 1 French, on representation of British Government, agreed that decrees 
of “ Autonomous Government of the Palatinate ” should not 
be validated. 

M. Vcnizelos became ^rime Minister of Greece. 

13 Reparation Committee of Experts on stabilization of German 

currency met in Paris. 

21 Government defeated by majority of 72 on Labour Party’s Amend- 

ment to the Address. 

Death of Lenin. 

British Consul-General for Bavaria reported autonomous move- 
ment very unpopular and could nor have existed without 
French support. 

22 Mr. Baldwin resigned. The King invited Mr. MacDonald to form 

a Government. 

Report of Inter-Dcpartmcntal Committee on public assistance 
on account of sickness, unemployment and destitution 
issued. 

*5 Treaty of Mutual Guarantee between Prance and Czechoslovakia 
signed. 
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January. 

27 Treaty of Friendsliip and Ck)llaboration between Italy andjugoilavia 

signed in Rome- 

28 France withdrew support of Separatist movement on Rhine. 
Zaghlul Pasha formed a Cabinet in Egypt. 

Treaty of friendship between Austria and Turkey signed. 

February. 

I U.S.S.R. recognized by Great Britain. Delegation invited to 
Conference in London. 

4 President Wilson died at Washington. 

Government of Bombay ordered release of Mr. Gandhi for reasons 
of health. 

Venizelos resigned for reasons of health. M. Kaphandaris became 
Prime Minister in Greece. 

7 Tangier Convention signed by Spain. 

U.S.S.R. recognized by Italy. 

10 Separatists evacuated last stronghold in Rhine Provinces. 

15 Egyptian Government refused admittance to Luxor tombs to 
Mr. Howard Carter and his colleagues. 
r8 Franc fell to 100*5 to the in Paris Bourse. 

19 In Indian Legislative Assembly, Government was defeated by 76 
to 48 votes, and motion adopted that Round Table Conference 
should devise reform of the Constitution transferring the 
Government of India to Indians. 

24 Zaghlulists obtained majority in Egyptian elections. 

26 Trial of Hitler and Ludendorff began in Munich. 

28 Report of Committee on Imperial Wireless Service policy. 

March, 

3 Treaty between Germany and Turkish Republic signed at Angora. 
Grand National Assembly in Constantinople passed resolution for 
abolition of the Caliphate. 

5 King Hussein of the Hedjaz accepted the Caliphate. 

6 Egyptian Government officially opened the tomb of Tutankhamen. 
Obregon Government reoccupieef Vera Cruz, 

7 Report of Desborough Committee on the Police Service. 

14 League Report on Memel dispute. 

Protocols for Hungarian reconstruction signed at Geneva. 

1 8 Government decided not to proceed with the Singapore Naval Base. 
Legislative Assembly in Delhi rejected the New Finance Bill, but it 
became law in virtue of Viceroy’s certification. 

Appointment of Committee to inquire into the National Debt. 

21 Order in Council published, providing for future government of 

Northern Rhodesia as a British Protectorate. 

22 Archbishop Cieplak’s sentence commuted to permanent banishment. 
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March, 

24 Reparation Commission issued Statement showing payments made 

by Germany up to December 31st, 1923. Grand total, 
8,411,3 39»ooo gold marks (;£420, 566,000). 

25 Proclamarion of a Republic in Greece. George II deposed. 

April 

I Riza Khan declared a Persian Republic would be contrary to 
religion. 

Hidcr-LudendorfF treason trial. Ludendorff acquitted and a mild 
sentence passed on Hitler. 

3 M. Poincar6^s declaration that French troops would remain in the 
Ruhr until payment of last gold mark. 

7 Hideritc gains in Bavarian elections. 

8 London County Council decided to rebuild and widen Waterloo 

Bridge. 

9 Report of Dawes Committee. 

13 Greek Repubbe confirmed by plebiscite. 

14 Anglo-Soviet Conference opened in London. 

17 Dawes Plan accepted by Reparation Commission. 

Reconstruction Laws passed by Hungarian Parliament. 

20 Turkish Constitution voted by National Assembly. 

21 Death of Eleonora Duse at Pittsburg. 

22 Speech of President Coolidge, in New York, approved Dawes 

Plan for reparations and proposed new World Conference 
on limitation of armaments. 

23 British Empire Exhibition at Wembley opened by the King. 

Franc rose to 64*65 to the sterling in Paris Bourse. 

27 Constitutional Assembly opened in Iraq. 

28 Foreign warships withdrawn from Canton. 

29 Mr. Snowden’s Budget : statement to the House of Commons. 

Changes in taxation and abolition of McKenna Duties 
announced. 

May. 

5 Prevention of Evictions Bill passed Third Reading in the Commons. 

7 400,000 miners locked out ” in the Ruhr on their refusal to 

accept the eight-hour shift. 

8 Allied and Associated Powen signed League Convention respecting 

the Port of Memel. 

16 labour Party’s Bill for Nationalization of Mines and Minerals 

defeated by majority of 96. 

17 Lithuania signed the Memel Convention. 

19 Report of delegation to inquire into conditions affecting British 
settlers in Australia — issued as Blue Book. 

Conference between British and Turks on Mosul question opened 
in Constantinople. 
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1914. 

May. 

a8 President Coolidgc signed U.S. Immigration Bill excluding “ aliens 
ineligible for citizenship.** 

3 1 Chinese-Russkn Treaty de Jure : recognition of Russia, management 
of Chinese Eastern Railway, etc. 

June. 

I Cost of living 69 per cent, above July 1914. 

M, Poincar^ and his Cabinet resigned. 

Japanese Government protested against exclusion clauses of U.S. 
Immigration Act by Note to U.S. 

4 German Budget on a gold basis which came before the Reichstag 
showed greatly improved position of German finances. 

6 Reichstag passed Vote of Confidence in foreign policy of Govern- 
ment in accepting Experts’ Report as a whole. 

Publication of correspondence between Great Britain and Canada 
concerning the Treaty of Lausanne and the dissent of Canada 
from Imperial policy in ratifying the Treaty. 

10 Signor Matteotti, Socialist Deputy, abducted in Rome and murdered. 
French Government defeated. 

Anglo' lraq treaties adopted by Constituent Assembly. 

11 M. Millerand resigns his office of President. 

14 London Underground Railway Strike ended. 

M. Herriot formed new French Cabinet. 

16 Trial of General Berenguer for Anual disaster in Morocco in 1921. 

1 8 U.S. Government replied to Japanese Note and defended the 

exclusion clauses in Immigration Act. 

19 Report of face of Mallory and Irvine on Mount Everest. 

20 White Paper issued gave result of Mines Department’s inquiry into 

retail distribution of domestic coal and gave figures of distri- 
bution costs and profits of Co-operative Societies. 

British diplomatic agent in Mexico City withdrawn. 

21 Meeting of M. Herriot and Mr. MacDonald at Chequers. Decision 

to call Reparation Conference. 

23 Zaghlul Pasha stated in the Egyptian Chamber that Eg)'pt will 

insist on evacuation of Sudan by Great Britain. 

24 General Hertzog accepted office as Prime Minister of Union of 

South Africa. 

New Bank of Issue opened in Hungary. 

Anti-British riots at Khartoum and Omdurman inspired from Cairo. 

25 Lord Parmoor announced in the House of Lords that British 

Government would not abandon Sudan. 
z6 Primo de Rivera announced Spanish withdrawal from outlying 
ports in Morocco. 

30 For seventh time Government was defeated in the Commons. 

Norwegian Storting decided to change the name of the Capital 
from Christiania to Oslo. 


1021 



Oar Om Tims 


* 9 * 4 . 

I Mettiiig of Premiers of German Federal States in Berlin received 
Government declaration on Experts’ Report. 

II Revolt in Brazil began in Sao Paulo. 

Anglo-Irish Free State Treaty registered with the League. Great 
Britain protested. 

15 Treaty between Great Britain and Italy in regard to cession of 
Juhaland by Great Britain to Italy signed. 
t6 Inter-Allicd Conference on reparation payments opened in London. 

De Valera released from Arbour Hill Barracks. 

18 Major Imbric, U.S. Consul in Teheran, murdered. 

23 His Majesty’s Government refuses to adhere to Treaty of Mutual 
Guarantee. 

Sao Paulo fell to Government forces. 

U.S. Note to Persia called for military guard for U.S. Legation 
in Teheran and for cost of sending U.S. warship to take back 
the body of murdered Consul to America. 

30 German Government refused to adhere to proposed Treaty of 
Mutual Guarantee. 

August, 

z Inter-Allicd Conference reached Agreement for putting Dawes Plan 
into operation. Invitation ro German Delegation to attend 
Conference. 

6 Arrest of assistant editor of the Workers* Weekly^ J. R. Campbell, 
on charge of incitement to mutiny; charge subsequently 
withdrawn. 

Mosul question referred by Great Britain to the League. 

8 Anglo-Soviet Conference concluded a general and a commercial 

Agreement. 

9 Agreement between the Reparation Commission and the German 

Government for carrying into effect the Dawes Plan signed 
in London. 

9-1 1 Rioting by Egyptian soldiers at Albarah and Port Sudan. 

13 Court of Inquiry set up to hear evidence on Sudan riots. British 
cruiser dispatched to Port Sudan. 

15 Egyptian Government protested to Great Britain against pro- 

ceedings in the Sudan. Battleship Marlborough arrived at 
Alexandria. 

16 British Note to Egyptian Government announced responsibility 

for maintenance of order in Sudan. 

16-20 Further disturbances in Sudan. 

17 All-India Swarajist Conference decided to throw out Budges and 

refuse supplies until system of Government was altered. 

20 Agreement between Great Britain and Canada for settlement of 
3000 British families upon farms in Canada. 

26 Hnal protocols of London Reparation Conference signed. 
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1924. 

August. 

i8 Evacuation of the Ruhr began. Completed November 1924, 
zg Wahhabis invaded the Hedjaz. 

September. 

I Owing to reverses of Spanish Army, further eight battaUons were 
ordered to Morocco. 

3 Egyptian members of Sudan Administration and other members 

of Wliitc Flag League arrested at Khartoum on ground of 
conspiracy against Government. 

Mr, MacDonald and M. Herriot present at League Assembly. 

4 Speech of Mr. MacDonald to the League Assembly. Condemned 

policy of alliances and advocated system based on arbitration 
to be worked out at an International Conference. 

5 Speech of M, Herriot to League Assembly, welcomed MacDonald’s 

advocacy of arbitration, but urged that force should be behind 
arbitration and supported Draft Treaty of Mutual Guarantee. 

6 Joint resolution of Mr. MacDonald and M. Herriot on disarmament 

was passed unanimously by the League Assembly. 

0 In anticipation of defeat of Chekiang forces near Shanghai, 1100 

British, American, Japanese and Itahan sailors were landed for 
defence of International Settlement. 

13 Dispute between farmers and dairymen as to price of milk settled. 

Producer to receive is. 6jd. a gallon for winter months and 
IS. for summer months. 

t4 Turkish Delegation arrived in Geneva to discuss Mosul dispute. 
r5 President of Republic of Georgia appealed to the League for aid 
in fighting Bolsheviks. 

[7 Association of British Chambers of Commerce, the Federation of 
British Industries and Chamber of Shipping in the United 
Kingdom condemned Anglo-Russian Treaties. 

14 General Council of Trades Union Congress decided to appoint 

a delegation to visit Russia as Commission of Investigation. 
25--Octobcr 3 Conversations in London between Mr. MacDonald and 
Zaghlul Pasha. 

17 League approved Anglo-Iraq settlement. 

American airmen. Lieutenant Nelson and Lieutenant Smith, com- 
pleted flight round the world. 

29 General withdrawal to the coast of Spanish forces in Morocco. 

JO League Council decided to appoint a Committee of Three to 
investigate Mosul dispute between Great Britain and Turkey. 

Octoher. 

1 league Assembly discussed Draft Arbitration Protocol, Lord 

Parmoor and M. Briand delivered speeches in favour of it. 

2 France, Czechoslovakia, Greece, Jugoslavia, Portugal, and Poland 

signed Arbitration Protocol. 

ZK 
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Cktoher, 

2 FraiDCc signed clause in Statute of Court of International Justice 

respecting compulsory arbitration in disputes. 

Resolutions passed at League Assembly (i) approving Arbitration 
Protocol ; (2) requesting League Council to cal] Disarmament 
Conference next year. 

3 Wahhabis at the gates of Mecca. King Hussein of the Hcdjaz 

abdicates in favour of his son, Sherif Ali. 

5*14 AngIo“Turkish dispute as to definition of status quo both had 
agreed to respect pending League decision. 

8 Government defeated on Liberal amendment calling for a Select 

Committee to inquire into withdrawal of prosecution of 
assistant editor of the Workers* Weekly. 

9 Following on defeat of the Government, Prime Minister asked for 

Dissolution of Parliament. 

TO Parliament dissolved. 

Agreement between Allies and Germany on issue of “ Dawes 
Loan.” 

12 Death of Anatolc France. 

Shanghai War ended. Lu Yung~hsiang, Commander of Chekiang 
forces, fled to Japan. 

14 British Government asked for meeting of League Council to defuie 
status quo in Mosul dispute. 

16 Primo dc Rivera appointed Commandcr-in-Chief and High 
Commissioner in Morocco. 

19 Wahhabis entered Mecca. King Ali left for Iraq. 

21 Greek Government appealed to the League of Nations to intervene 
in respect of expulsion of Greeks from Constantinople, in 
contravention of regulations for exchange of populations. 

24 Publication of the ” ZinoviefF Letter.” 

25 M, Rakovsky, Soviet Chargi? d^Affaires, declared ZinoviefF letter 

to be a ” clumsy forgery.” British Communist Party also 
denounced letter as forgery. 

26 Ordinance of Government of India gave Government of Bengal 

extraordinary powers to suppress revolutionary crime. Arrest 
of terrorists followed. 

Dc Valera arrested at Londonderry and lodged in Belfast Gaol. 

28 Fascist Militia in Italy took Oath of Allegiance to the King and thus 

became a constitutional force. 

U.S.S.R. recognized by France. 

29 League Council fixed the provisional frontier between Turkey and 

Iraq. 

30 Result of General Election. Unionist, 41 1 ; Labour, 150 ; Liberal, 

39; Constitutionalist, 7 ; Others, 5. 
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Navmher, 

1 British Empire Exhibition at Wembley closed. 

2 Resignation of President Tsao Kun (Central Government), 

Provisional Government appointed. 

4 Fasdsti attacked processions of Combattenti in Rome during 

Armistice Day ceremony. 

Labour Government resigned. Mr. Baldwin summoned by the 
King to form a Government. 

5 Mr. Coolidge elected President of the United States. 

Ex-Emperor of China (Mr. Pu Yi) refused to sign new abdication 

agreement and fled to Japanese Legation (November 29th). 

6 First meeting of the Irish Boundary Commission. 

19 Sir Lee Stack, Sirdar of Egyptian Anny and Governor-General 
of the Sudan, assassinated. 

21 British Government declared its belief in genuineness of ZinoviefF 

Letter ” and refused to ratify treaty of August 8th. 

22 British Note to Egyptian Government demanded immediate with- 

drawal of Egyptian troops from the Sudan, apology for 
murder of the Sirdar and fine of ^(^500, 000. 

23 Egyptian Government rejected British demands for withdrawal of 

Egyptian troops from the Sudan. 

24 Alexandria Customs seized by British Marines. Zaghlul Cabinet 

resigned and new Cabinet formed by Ziwar Pasha. 

29 Egyptian Government accepted condition in British Note of 
November 22nd. 

December. 

1 Marines withdrawn from Alexandria Customs House. 

Mussolini addressed Circular to Fascist organizations, exhorting 

them to abandon illegalities and violence and to purify the 
Party from all discreditable elements. 

2 Anglo-German Commercial Treaty signed. 

4 On recommendation of British Government, King of Egypt 
appointed Sir Geoft'rey Archer to be Governor-General of the 
Sudan. 

8 Spain signed the Geneva Protocol for Arbitration. 

sterling rose to S4'70 in London, 

9 Powers signatory to Washington Agreement announced that they 

would support the ProvisionaJ Government in China on 
condition that it would respect treaties contracted by previous 
Chinese Governments. 

12 Spanish withdrawal in Morocco successfully completed. 
Insurrection in Albania. 

19 Albania appealed to the League of Nations, attributing insurrection 
to Jugoslav influence. 

24 Insurgents under Ahmed Beg Zogu overthrew the Nationalist 
Cabinet in Albania. 
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December, 

27 Ahmed Beg Zogu became Dictator of Albania. 

31 Italian Government suppressed Opposition Newspapers, 

1925- 

Jamtaty, 

X Minimum fares on Underground Railway reduced from ijd. to id. 
3 Mussolini accepted responsibility for Fascist deeds of violence. 
Two Liberal Ministers and the Minister for Justice resigned 
from Cabinet. 

5 £1 sterling rose to $477i in London. 

6 New Itaban Cabinet was formed of Fascists only. 

8 Dean and Chapter of St. Paul’s appealed for funds for restoration of 
the Cathedral. The Times opened Fund. 

14 Agreement reached by Alhcd Finance Conference re division of 

Reparation receipts from Germany signed in Paris. 

15 Herr Luther formed a Cabinet. Herr Stresemann Minister for 

Foreign Affairs. 

20 Russo-Japanese treaty for resumption of relations signed. 

23 Chilean Government deposed by the military junta at Santiago. 

25 Treaty of Alliance between France and Czcchoslov-akia. 

27 Raysuni and his treasure in Morocco captured by Abd-el-Krim. 

30 CEcumenical Patriarch, Mgr. Constantine VI, expelled from 

Constantinople by order of Angora Government. 

February. 

1 Greek Government protested to Turkey against expulsion of the 
CEcumenical Patriarch. 

3 White Paper on Safeguarding of Industries issued, 

6 Turkish reply to Greek Note respecting the expulsion of the 
CEcumenical Patriarch insisted that he was a subject covered 
by Exchange of Populations Agreement and deported as such. 
19 International Drug Convention signed at Geneva. 

28 Death of Herr Ebert, President of Germany. 

March. 

3 Lord Oxford in the House of Lords criticized Government for 

decision not to evacuate Cologne on June loth. 

4 President Cbolidgc gave his award as arbitrator in dispute between 

Chile and Peru. 

5 Mr. Austen Chamberlain made statement in the House on foreign 

pohey. Mr. Kirkwood (Labour) suspended for interruption, 
and as protest whole of Labour Party left the House. 

12 Great Britain refused to sign the Protocol : statement to League 
Council, 

Army Estimates for 1925-26, ^44,500,000. A reduction of 
^500,000 on year 1924-25. 
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March. 

12 Death of Sun Yat-Sen. 

13 Navy Estimates for 1925-26, j([6o, 500,000. Increase of £4,700,000 

on 1924-25. 

Result of Egyptian Elections. Zaghlulist, loi ; anti-Zaghlul, 105. 

22 Indian Legislative Assembly passed the Finance Bill with amend- 

ment restoring the Salt Duty to 20 annas. 

23 Heated debate in House of Commons re Government’s decision to 

proceed with Singapore Naval Base. 

24 Indian Legislative Assembly rejected the Bengal Supplementary 

Criminal Amendment Bill. The Bill was certified. 

25 Lord Balfour’s visit to Jerusalem. Arab protests. 

27 Award of Lord Burnham on teachers’ salaries. 

April. 

I Retail price of milk reduced to 6d. per quart. 

3 Belgian-Dufch Agreement with regard to the Scheldt signed at The 
Hague. 

6 Protest meetings in Italy against coercion of the Press. 

8 Agreement between British and Australian Commonwealth 
Governments for providing capital for settlement of British 
emigrants in Australia. 

Street rioting in Damascus by Arabs in hostility to Lord Balfour. 

13 Rifi offensive began in French zone. 

15 Change of Government in France. Painlcve Ministry. 

1 6 140 persons killed by bomb explosion in Sofia. 

18 Austrian Government asked League to appoint experts to investigate 
economic position. 

20 Bulgarian Government published details of Communist rising, 
and applied to the Allies for permission to increase its Militia 
forces. 

22 Conference of Ambassadors agreed to increase of Bulgarian Militia. 

23 Treaties between Poland and Czechoslovakia for Commerce and 

Arbitration signed in Warsaw. 

26 Field-Marshal von Hindenburg elected President of German 

Republic. 

27 Ministry of Agriculture i.ssued report on co-operative marketing of 

agricultural produce in England and Wales. 

28 Mr. Winston Churchill introduced his Budget. Reductions in rax, 

and resumption of the gold standard announced. 

May. 

I Cyprus proclaimed a British Cxdony. 

5 Gold Standard Bill passed in the Commons. 

7 Report of the East Africa Commission issued, 

8 First Report of the Royal Commission on Food Prices. 

10 British Empire Exhibition at Wembley (second year) opened by 
the King. 
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May. 

tz President von Hindetiburg issued a manifesto to the people, appeal- 
ing to them to free German name from the unjust taint which 
still clung to it. 

French Budget. Deficit of 4 milliards of francs (^42 million) 
disclosed. 

17 U.S. Government informed nine debtor nations that funding 
agreements should be made for repayment of war debts to the 
U.S. 

Martial Law aboHshed in Spain. 

20 Sir George Lloyd succeeded Lord AUenby as High Commissioner 

for Egypt. 

26 Trotsky Chief of Scientific and Technical Department of the 

Supreme Economic Council of Russia. 

30 Great West Road opened by the King. 

Conflict between Cninesc and police in the Shanghai International 
Settlement. 

June. 

I General strike m Shanghai : series of riots : state of emergency 
declared. 

7 French franc dropped to 103 to the sterling in Pans. 

11 Riots and attacks on foreigners at Hankow, Peking, Tientsin, etc. 

12 Yunnanese driven out of Canton and the Kuomintang in possession 

of the city. 

15-18 Negotiations at Shanghai between Powers and China. Chinese 
introduced demands imconncctcd with riots. 

17 Conference on the Control of Intemaaonal Trade in Arms and Arma- 

ments concluded and Convention signed by eighteen states. 

18 White Paper issued gave texts of German proposal for Rhineland 

Guarantee Pact, together with correspondence between 
British and French Governments. 

21 Indians in Kenya decided to co-operate with the Government, and 

selected five members to sit on Legislative Council. 

23 Riots in Canton when Foreign Concession was fired on. 
Conference between Diplomatists and Comiiiission appointed by 

the Chinese Government opened. 

24 Chinese Note to interested Powers stating that unequal treaties 

must be revised. 

25 Military coup dUtat in Athens. Michalakopoulos Cabinet over- 

thrown by General Pangalos. 

27 British Government’s Note to debtor countries inviting them to 

reach settlement. 

29 Transfer of greater part of Jubaland, Kenya Colony, to Italian 

sovereignty took placc. 

30 Coal-owners gave notice to Miners’ Federation to terminate existing 

National Wages Agreement on July 31st- 
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June. 

30 China Indemnity (Application) Act became law. British quota 

of Boxer indemnity to be used for purposes beneficial to 
mutual interests of England and China. 

July. 

I Kuomintang Government (sixteen Commissioners) formed in 
Canton. 

Lira fell to 143 to the in Rome Bourse. 

3 Delegate Conference of the Miners’ Federation rejected coal-owners* 

proposals for new agreement. 

11 Franco-Spanish Agreement signed for co-operation in Morocco. 

Peace terms decided on. 

12 U.S. declaration re Mexico. Continued support of Government 

dependent on protection of American lives and interests. 

13 Government decided to set up Court of Inquiry into causes and 

circumstances of threatened coal dispute. 

16 King Feisal opened at Baghdad first elected Parliament of Iraq. 

1 8 Hostilities began between France and the Druses in Syria. 

21 At Dayton, Tennessee, Mr. Scopes found guilty and fined $100*7 
on charge of teaching the theory of evolution in a publicly 
supported school. 

Abd-el-Krim*s peace terms published. 

23 British Naval programme announced. Two cruisers to be laid 
down in October, two in February, and thereafter annually 
three cruisers to be constructed. 

29 Food Couned appointed. 

Rifi success against French in Morocco. 

White Paper issued on Compulsory Labour for Government 
purposes in Kenya. 

31 Coal-owners suspended for formight notice to terminate existing 

wages agreement. Government decided to give temporary 
subsidy to the industry. 

Unemployment Insurance Bill passed final stage in House of 
Commons by 263 to 98 votes. 

August. 

1 Cost of living 73 per cent, above July 1914. 

2 Italian Royal decree granted an amnesty for all crimes committed 

from a political motive — except that of homicide. 

4 Fighting between the rebel Druses and the French in the Jcbcl 

Druse, 

5 Representatives of nine signatory Powers exchanged ratifications 

of two China Treaties signed at Washington on February 
6rh, 1922. 

Terms of Government subsidy to Coal Industry published. 

7 Constitution of Broadcasting Inquiry Committee announced. 

Mosul Commission’s Report issued. 
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August. 

10 Hm Rcfw>it of the Imperial Economic Committee on marketing 
of mod-stufik grown in Overseas Dominions published. 

X2 Boycott of foreign ships at Canton. 

13 Regulations issued by Ministry of Health governing use of pre- 

servatives in food and the sale of preservatives. 

14 Air Ministry arranged a five years* contract with Imperial Airways 

Ltd. for commercial air-service between Egypt and India. 

Irish Free State Government gave contract for hydro-electric de- 
velopment of the Shannon to German fibrm. 

French-Spanish declarations refusing Rifi independence. 

18 Agreement reached between American and Belgian Debt Funding 

Commissions. 

Report of the Imperial Economic Committee on Dominion Meat 
Supplies issued. 

19 Chinese Government sent to the Powers an invitation to a special 

Tariff Conference on October 26th, in Peking, in accordance 
with Nine-Power Washington Treaty. 

20 Royal Commission appointed to examine and report on Indian 

exchange and currency system and practice. 

22 Marshal Petain took command of French in Morocco. 

27 M. Caillaux concluded his visit to London, having reached basis 

of agreement for settlement of French Debt to Great Britain. 

28 British Government accepted invitation to Tariff Conference in 

Peking on October 26th. 

30 Moderate elements expelled from Kuomintang. Government in 

control of Russians and ** Cadets *’ under General Chiang Kai- 
Sbek, Commandant of Cadet army. 

31 Diplomatic relations between Great Britain and Mexico resumed. 

Sep^mber, 

3 Royal Commission on Coal Industry appointed. 

4 Note of the Washington Treaty Powers to China. Proposals for 

conditional modification of treaties : agreement to Tariff 
Conference. 

Turkish Government decided to close .ill Dervish monasteries 
throughout Turkey and to regulate dress of religious persons. 

8 A Nation!# Syrian Government proclaimed in Syria. 

10 Offensive on French front in Morocco began, 
ir At League Assembly, Chinese Delegate put forward plea for 
cancellation of “ unjust treaties.** 

14 French successes in Morocco followed by submission of many tribes 

of the Wergha. 

15 French Note to Germany conveyed invitation to Conference on 

Security Pact. 

Powers* Note to China announcing Commission of Inquiry into 
Shanghai incident. 
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September. 

15 First Report of Royal Commission on Local Government 
issued. 

20 League Council asked Hague Court for opinion as to its jurisdicdon 

in Mosul dispute. 

24 French garrison at Sueida, besieged by tribesmen of Jcbel Druse 

since July, relieved by French column. 

Resignation of Marshal Lyautcy after thirteen years in Morocco. 

25 League Assembly adopted a resolution on security, arbitration and 

disarmament. 

26 Shanghai anti-British strike ended, 

October. 

2 Spanish troops entered Ajdir, the stronghold of Abd-el-Krim. 

3 Franco-American provisional debt settlement for five years. 

5 Locarno Conference opened. 

15 Locarno Conference adopted text of Draft Security Pact. 

16 Locarno Conference ended. Protocol signed and other documents 

initialled. 

French franc fell to 109-25 to the jQi. 

19 Revolt in Damascus, fTcnch artillery shelled the city from 
heights of Salihiyeh. 

Bulgarians attacked Greek outposts at Belles and fight ensued. 

21 Greek Government addressed Ultimatum to Bulgaria, 

23 Greek troops invaded Bulgaria, bombarded open town ofPetritch, 
and occupied it. 

Bulgarian Government appealed to the League of Nations to 
intervene. 

26 Grxco-Bulgarian dispute brought before the League Council. Both 

parties ordered to retire behind frontiers. 

Chinese Tariff Conference opened at Peking. 

Lieutenant Doohttlc of the U.S. Army won the Schneider Trophy 
in a Curtiss racer at speed of 232*572 m.p.h. 

27 Admiralty announced further reductions in Navy, which included 

scrapping of “ K ” class of submarines. 

French Government resigned. M. Painlevc formed a new 
Cabinet. 

28 Greek forces withdrew from Bulgaria. League appointed a Com- 

mission of Inquiry. 

30 Mr. Edward Wood (Lord Irwin) appointed Viceroy of India in 

succession to Lord Reading, 

Mr. Mackenzie King defeated in Canadian Elections. 

31 French Cabinet decided to recall General Sarrail, High Com- 

missioner in Syria, as result of Damascus revolt. 

Kajar Dynasty overthrown and Shah deposed in Persia. Riza Khan 
took control of Government. 


2 K 1 
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Noptmher. 

2 Primo dc Rivera rcliucjuislicd command in Morocco. 

3 Druse raiders came within three miles of Damascus, and railway 

between Damascus and Haifa cut. 

6 Agreements between Sir Gilbert Clayton^s Mission and Ibn Saud, 
Sultan of Ncjd, defining common frontiers of Iraq, Trans- 
jordania and Nejd signed. 

14 Agreement reached at Washington for funding of the Italian debt 
to the U.S.A. 

General Election in Australia. Victory for the Government. 

Labour obtained 27 seats out of 74. 

Note of the Conference of Ambassadors to German Ambassador in 
Paris. Evacuation of Cologne zone to begin on December ist. 

20 Death of Queen Alexandra at Sandringham. 

21 Hague Court held League CounciFs decision re Mosul to be binding. 

22 Professor MacNeill, Irish Free State representative on the Boundary 

Commission, resigned. 

27 Bill to ratify the Locarno Pact and to s.mction entry of Germany 

into the League of Nations, adopted by Reichstag. 

28 Change of government in France. Budget ditficuldes. 

M. Briand formed a Cabinet. 

Report of Commission on Grajco-Bulgarian dispute. 

December. 

I Treaty of Locarno and Subsidiary Agreements signed in London by 
British, French, Belgian, German, Italian and Czechoslovakian 
delegations. 

3 Irish Boundary Agreement signed by representatives of British 
Government and two Irish Governments. 

Military Directory in Spain replaced by Cabinet of Ministers. 
Prime dc Rivera became Prime Minister. 

5 French captured Hasbeiya, the headquarters of the Druses in the 
Lebanon. 

10 Royal Assent given to Irish Boundary Agreement Bill after it bad 
been approved by a majority in the Dail. 

12 Riza Khan elected Ring of Penia and proclaimed as Shahinshah 
Riza Shah Pahlcw. 

French operations against rebels around Damascus began. 

14 League verdict in Graeco-Bulgarian dispute : damages awarded to 

Bulgaria. 

16 Third Reading of Safeguarding Bill carried in House of Commons. 
Empire Setdement Agreement reached between Great Britain and 

Canada. 

League CounciFs final decision in Turko-Iraq boundary dispute. 

17 Treaty of neutrahty between Soviet Russia and Turkey concluded. 

15 Mexican Petroleum Law. All previous concessions required to be 

confirmed. No new concessions to foreigners. 
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December, 

20 Mandate issued in Peking laid down that henceforth Cabinet should 

be responsible ** and should carry out reforms in ** accordance 
with wishes of the people/' 

21 King AH abdicated the Throne of Hedjaz. 

22 Mexican Government denounced Anglo-Mexican Treaty of i888 

as from December 22nd, 1926. General policy of treaty 
denunciation. 

23 Report of Commission on rioting in Shanghai. 

3 1 Crown Prince Carol of Rumania abdicated his rights. 

1926. 

January, 

i Amount paid in coal subsidy for four montlis, August -November, 
published as 

4 General Pangalos proclaimed a Dictatorship in Greece. 

12 Extra-territoriaUty Commission opened in Peking. 

Coal-owners’ proposals to Coal Commission included return to 

eight-hour day, reduction in wages, and cut of 25 per cent, in 
railway rates. 

13 Treaty between Great Britain and Iraq defining the relationship of 

the two countries. 

19 German Cabinet formed under Herr Luther. 

20 Appointment of Royal Commission on Agriculture and Rural 

Economy in British India. 

27 Agreement for funding of Italian. debt to Great Britain signed. 

U.S. Senate voted for adherence to the Permanent Court of Intcr- 
narional Justice. 

31 Last of British troops withdrew from Cologne. 

February. 

4 South African Colour-Bar Bill passed the House of Assembly. 

10 Germany appHcd for admission to the League. 

French franc fell to 133 to the jQx. 

12 Coimcil of the League met and decided to convene an Extraordinary 
Assembly to consider Germany’s application for admission to 
the League. 

First Session of Disarmament Preparatory Commission. 

17 Mr. Alan Cobham completed London to the Cape flight. 

20 Report of the Food Counal issued. 

21 Mass demonstration at Hamburg of German Rcichsbanncr with 

contingent from Austria in favour of union of Austria with 
Gennany. 

March. 

6 Swarajist Party decided to withdraw all its members from the 
Assembly and Council of State and from all Provincial 
Legislatures. 
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March 

8 League Council and Assembly met to consider membership of the 
Council and Germany’s admission to the League. 

10 Report of the Coal Commission issued. 

Meeting of the five “ Locarno Powers ” at Geneva agreed that 
no other state than Germany could be elected to the Council 
at present meeting. 

11 Irish Repuhhean Party accepted the resignation ot dc Valera as 

leader. 

13 Mr. Alan Cobham completed return journey from the Cape to 
London. 

17 South African Senate rejected the Colour-Bar Bill. 

Admission of Germany to the League adjourned until next session 
of the Assembly in September, owing to opposition to 
German seat on Council. 

18 League Council appointed C'ommission ot fifteen to study 

composition, number and methods of election to the 
Council. 

19 International Conference in London on interpretation of the 

Washington Eight-Hour Day Convention. 

24 Seven uniom with a membership of i, 60c, 000 affiliated with the 
new Industrial Alliance. 

The Matteotti trial at Chicti concluded. Unintentional homicide 
with exceptional circumstances. Nominal sentences given. 

29 Cash on Delivery post service began. 

French franc fell to 344 to the 

April. 

2 Hindu-Moslem rioting broke out in Calcutta. 

6 Renewed rioting in Calcutta when 1000 Mohammedan boatmen 

attacked police post in Eden Gardens and police were com- 
pelled to fire. 

7 Mussolini shot at and wounded by an Irishwoman. 

8 Soviet Government instruaed its diplomatic agents in Poland and 

the Baltic States to negotiate Guarantee Pacts. 

12 General Pangalos elected President of Greek Republic. 

18 Rifi delegates met Franco-Spanish negotiatois near Oudjda and 

received peace conditions. 

19 U.S. Government sent Note to the League of Nations declining to 

take part in conference to discuss American reservations to 
adherence to the World Court. 

23 Prime Minister met representatives of colliery owncis and of the 

miners in joint conference, 

24 German-Soviet Treaty signed in Berlin. 

26 Communal rioting in Calcutta continued and work in docks was 
practically suspended. 
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May. 

t Executives of trade muons affiliated to the Trades Union Congress 
decided to call a General Strike of vital services to begin 
May 3rd, failing a settlement of mining dispute. 

Proclamation by the King declared a State of Emergency within 
meaning of Emergency Powers Act of 1920. 

2 District Commissioners for organization of maintenance of supplies 

during strike appointed. 

3 General Strike began. 

Government appealed for volunteers to maintain public services 
and met with big response. 

German Miners’ Union issued manifesto promising support to 
British strikers. 

4 Milk supply organized from Hyde Park depot and stations. 

5 The Times issued news sheet in place of regular edition owing to 

printers’ strike. 

6 Sir John Simon made speech in the House of Commons on the 

legality of a strike with notice and the illegality of a General 
Strike without notice to cease work. 

7 Breakdown of Franco-Spanish negotiations with Abd-cl-Krim. 

Offensive renewed. 

8 Prime Minister broadcast speech that General Strike must first be 

called off and then mining dispute could be settled. 

T.U.C. returned cheque sent to the Council by the All-Russian 
Central Council of Trades Unions. 

12 Prime Minister announced in the House of Commons that T.U.C. 

had announced to him their decision to call off the General 
Strike forthwith. 

Miners refused T.U.C. proposals for settling dispute and took no 
part in cancelling strike. 

Independent proposals by Sir Herbert Samuel lor settlement of coal 
dispute accepted by T.U.C., rejected by miners. 

14 Civil War m Poland. Warsaw .seized by Pilsuclski. 

15 sterling in terms of U.S. gold dollars rose above gold 
parity for first time for eleven years. 

17 In Canton, Chang Kni-Shek, Commander of the Army, was placed 
in position of Supreme War Lord. 

19 French franc fell to 172 to the jTi. 

20 Miners’ Delegate Conference declined to accept Prime Minister’s 

proposals for settlement of dispute. 

26 Abd-el“Krim, the Rifi leader, surrendered unconditionally to the 

French. 

27 Military authorities at Tientsin took over the Salt Administration 

and collected salt revenues in contempt of international 
obligations. 

29 Military revolution in Portugal. General da Costa issued “ pro- 
nunciamiento ;o end pronunciamientos.” 
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June. 

t Fratico-Turkish Agreement concerning Syrian afiairs was signed at 
Angora. 

a British Government reserved judgment in matter of acquittal of 
four accused of recent murders in Cairo, and intended to take 
steps to ensure safety of foreigners in Egypt. 

5 Mosul Aereemcnt signed at Constantinople. 

6 Adly Pama formed a Cabinet in Cairo with a preponderance of 

Wafdists. 

10 At League Council Meeting, Spain and Brazil withdrew from the 

Council. Council decided on decontrol of Hungarian finances 
by the League. 

11 Note of British Government to Soviet Russia protested against 

transmission of money by institutions of Soviet Government 
for support of the illegal General Strike in Great Britain. 

12 Brazil gave notice of retirement from League membership. 

14 Pranco-Spanish Conference on pacification of the Rif opened in 

Paris. 

Defensive alliance between Rumania, Czechoslovakia, and Jugo- 
slavia was formally renewed. 

Iraq Parliament ratified Mosul Treaty. 

15 Soviet Government replied to the British Note that Government 

could not forbid tbc Russian trade unions to send money to 
support trade unions of odier countries. 

French Cabinet resigned. 

17 Home Secretary stated that Russia had transmitted 3 83,989 for 
support of the General Strike. 

21 Empire Marketing Board was constituted provbionally. 

M. Briand formed new Ministry. 

Whole of the Opposition in Turkey arrested in coimcction with 
plot against the President. 

22 Canadian House of Commons decided unanimously that ratification 

by Canadian Parliament was necessary before any treaty in- 
volving military or economic responsibility was valid for 
Canada. 

23 Mincn’ Executive and the General Council of the T.U.C. agreed 

to unite against Government coal proposals. 

29 Declaration by the French Government on necessity for stabilization 
of currency, setdement of inter-Allied debts, and electoral 
reform. 

July. 

3 Franc 183I to the as compared with 129 J in January. 

7 1,638,600 unemployed. (Exclusive of miners on strike.) 

12 Visit of Caillaux to London re Anglo-French Debt. 

13 June trade returns showed virtual disappearance of coal exports. 

(Due to strike.) 

Franco-Spanisb Treaty re Morocco. 
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t6 Franc 200 to the ^i. 

19 Fall of Briand-CaUlaux Cabinet. 

20 Franc 235 to the Herriot Cabinet. 

22 Herriot Cabinet defeated. Poincar^ takes office. Cabinet of Union 

Sacr^. Franc rises to 213! . 

27 Round-about traffic system in Piccadilly Circus. 

29 Restrictions on imports of foreign coal removed. 

August. 

I Mexico under Interdict — struggle with the Church. 

7 Pact of Madrid between Spain and Italy. 

12 Conference on International Law at Vienna ended. 

17 Defensive treaty between Jugoslavia and Greece. 

23 Revolution in Greece. Pangalos dictatorship abolishecL 

24 Conflict between T.U.C. and Third International re Coal Strike. 

T.U.C. accused of “ sabotage.” 

26 Internal divisions in Bolshevik Party re New Economic Policy. 

27 Execution of Nazim Bey and Javid Bey — last surviving “ Young 

Turk ” leaders. 

30 Civil War in China spreading. New campaign opened. 

Sepremher. 

6 Martial Law in Spain. Revolt of Artillery Officers. 

Meeting of the League Assembly. Spain declined to attend. 
Referendum in Australia on Commonwealth Regulation of 
Industry. 

9 Women’s Suffrage Campaign in France. 

Admission of Germany to the League by unanimous vote. Increase 
of non-permanent scars from 6 to 9, despite protests of Holland, 
Sweden and Norway. 

10 Uproar in T.U.C. meeting re dictation from Moscow. 

11 Attempt to assassinate Mussolini, 300 arrests. 

13 Spain gives formal notice of withdrawal from the League. 

Plebiscite in Spain in support of Primo dc Rivera (Marquis 
d’Estella). 

14 General Election in Canada. Liberal victory. 

16 Treaty between Italy and Rumania. 

17 Hurricane in Florida. Heavy loss of life. 

24 Canton Government proposed raising of trade boycott if Foreign 

Powers would agree to increased taxation on imports. 

25 T.U.C. censured ** Imperialistic Policy in China.” 

28 Bank of France besieged with people anxious to save the franc by 

selling gold and silver coins. 

29 Conversion offer. 1927 5 per cent. Treasury Bonds to be converted 

to 4J per cent, at 99. 
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October, 

I Soviet-Iithuanian Treaty, complementary to Soviet-German 
Treaty. 

Return of Alan Cobham from flight of 28,000 miles to Australia 
and back. 

a Distinguished anti- Fascists deprived of citizenship. 

4 Trotsky and ZinoviefF headed opposition to Stalin — open cleavages. 

7 Canton Government announced new taxation and suspension of 

Salt Gabclle. 

Creation of International Steel Cartel announced. 

8 Paris Motor Show. Advent of the Saloon Car — only two British 

exhibits. 

Coal Strike : 200,000 back at work, but miners decisively rejected 
by ballot the Government’s third attempt at settlement. 
Witlidrawai of safety men. 

1 5 Resignation of Lord Oxford from leadership of Liberal Patty. 

16 Cost of living 74 per cent, above July 1914. 

18 Coal Strike in its twenty-fifth week. 

19 Opening of the Imperial Conference. 

20 Leading Bankers and Industrialists of Europe and America issued 

Plea for the removal of Restrictions upon European Trade.” 

21 Repeal of Prohibition Laws in Norway. 

25 Stabilization of Belgian franc. 35 belgas to £1 (175 francs). 

28 Fourth Anniversary of March on Rome. End of the “ Napoleonic 
Year ** of Fascism. 

November. 

1 Betting Tax (Churchill) came into force. 

Bukharin at Communist Party Conference deplored widespread 
consolidation of Capitalist regime. World revolution at a 
standstill, 

2 *' Off-year ” Elections in the U.S.A. Republican majority reduced. 

3 Labour gains at Municipal Elections. 

Skirts to the knee — and Jong gaiters (fai»bion notes). 

4 Joint protest by the Powers against increased taxation in China. 

5 Drastic Fascist measures : all opposition parties disbanded ; foreigners 

who spread exaggerated news liable to fifteen years* imprison- 
ment. 

8 Cantonese victory. Power of Canton increasing. 

Amencan Federation of Labour declared Soviet r( 5 gimc ” most 
mcnacinginstitution ” in the world. 

10 Mr. Baldwin at Lord Mayor’s Banquet paid tribute to notable 
successes of the League. 

IT Republican victory in Greek Elections. 

12 Charter of British Broadcasting Corporation published. 

13 Electricity Bill pissed. Creation of Centra! Electricity Board. 

IS Ptepatatory CommitKe for the World Economic Conference met. 
IQJS 
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1926. 

November. 

18 Franc 130 to the ^1. 

22 Report of the Committee on Inter-Imperial Relations published. 
Balfour definition of Dominion status. 

14,000 miners returned to work on one day. 

^4 Imperial Conference ended. 

27 Anti-foreign strike and boycott in Hankow. Cantonese ap- 

proached Shanghai. Naval detachments landed. 

Treaty of Tirana between Italy and Albania. 

December. 

I End of Coal Strike in a scries of regional agreements— after seven 
months. 

6 General Elections in India. Swarajist reverses. 

Death of Claude Monet. 

9 President Coolidge’s Message to Congress. Anticipated Budget 
surplus of 383 million dollars. 

16 British Note to the Powers on Chinese policy. Suggested re- 

cognition of China’s right to fiscal autonomy. Treaty rights 
out of date. 

17 Revolution in Lithuania. Triumph of Peasant Party. 

Fall of Marx Cabinet in Germany. 

21 Mr. Oswald Mosley won Smethwick for Labour. 

22 American Treaty with Pan.ama published. 

24 Coal shortage in London. 

25 Death of the Emperor of Japan. Succeeded by Prince Hirohito. 
American intervention in Nicaraguan Civil War. 

28 Treaty of Arbitration and Conciliation between Italy and Germany. 
31 Funding of Portuguese War Debt to Great Britain. 

1927. 

January. 

1 Publication of the Hadow Report. (Education of the Adolescent.) 

New Oil Laws in Mexico. Attack on American Dollar-Diplomacy. 
3 Anti-British rioting in Hankow. Concession invaded. 

6 Duke and Duchess of York left for Australia in the Renown. 

7 Transatlantic Telephone Service, London to New York, opened. 
Six more American warships sent to Nicaraguan waters. 

British women and cliildren removed from Hankow. 

Sir Samuel Hoare arrived at Karachi after flight from England. 

12 Broadcasting of moving pictures by wireless in New York. 

13 Great Britain had in 1926 largest adverse visible Balance of Trade 

since 1919. ^465,406,000. Due to coal stoppage. 

League inquiry into causes of influenza. 

18 Opening of the Council House at New Delhi by Lord Irwin. 

19 British Cabinet decided to defend Shanghai. 

20 A thousand Royal Marines left for China, 
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** Shanghai Defence Force ’* (three Brigades of Infantry) left 
for China. 


Politica] crisis in Germany. 

27 Herr Marx formed new Coalition in Germany. 

28 Propaganda by wireless. Complaints of Bolshevik activities. 


February, 

3 Publication of British Note to China on lines of Note to the Powers 

of December 1926. 

U.S. A. decided to appoint Ministers 10 Canada and the Irish Free State. 

8 The Prayer-book Controversy began. Bishops* draft of proposed 

changes issued. 

9 South African Flag Controversy. 

10 Franco-Spanish Conversations on Tangier. 

11 President Coolidge*s Memorandum on the reduction of Navies. 

18 The Chamber of Shippii^ expressed reviving confidence in the 

future of the industry. 

19 U.S. A. to despatch further reinforcements to Marines in Nicaragua. 

21 General Strike in Shanghai. 

22 The Report of the Colwyn Committee on National Debt and 

Taxation. 

24 British Note to Moscow requesting discontinuance of Soviet 
interference in British affairs. 

Agreement between India and South Africa with regard to status 
of Indians in Africa. 

British cruiser despatched to Nicaragua. 

28 Soviet reply to British Note. Excuses for propaganda and counter- 
charges. 

March. 

4 Threatened end of Promenade Concerts after thirty-three years. 
Reduction of ;{^93 5,000 in Army Estimates, and ^450,000 in Air 

Estimates, of Great Britain. 

7 Earthquake in Japan. 2000 dead. 

15 In 1926 deatks by street accidents in Greater London rose to over 

1000 for the first time. 

16 ** The League of Nations ... is steadily developing into a most 

useful centre for the transaction of International business. The 
mists of the early years arc clearing away.’* (T 7 ie Times 
Leader.) 

19 Bi-centenary of Sir Isaac Newton. 

21 Meeting of the Preparatory Commission for the Disarmament 
Conference. 

23 Street fighting in Shanghai. Attack on the Scttlcment. 

24 Fighting in Nanking. Attack on fordgners. 

26 Dt^ and Duchess of York arrived in Sydney. 

37 U.S. A. decided to send forces to China. 
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1927. 

April 

T Causes of American prosperity. Report of British Govemment 
Delegation. 

2 Revolt in the Rif, 

3 U.S. Protest to Mexico against bandit outrage. 

4 Trades Union Reform Bdl introduced. 

5 Lister Centenary. 

8 Beam Wireless Service to Australia opened. 

Taxi-cab fares reduced. 6d. minimum (London). 

II Settlement of Greek Debts Agreement. 

1 3 Fivc^Power Note to China on Nanking outrages. 

15 General Carmona Dictator and President of Portugal. 

16 Chinese Government replied evasively to the Five-Power Note. 

20 The Crisis in Japan. New Govemment formed, to deal with 

financial chificultics, under Baron Tanaka. Fifteen Bank 
failures. 

21 Bank rate reduced from 5 per cent, to 4J per cent. 

22 Split in Kuomintang. Attacks on “ Reds.” 

Italian Labour Charter issued. 

27 End of Tliird Session of Disarmament Commission. 

28 Severe floods in the Mississippi area. 

May. 

4 Opening of the first World Economic Conference at Geneva. 

9 Commonwealth Parliament Buildings at Canberra opened by the 

Duke of York. 

10 Meeting of the Colonial Office Conference in London. 

1 3 Police Raid on Arcos, Ltd. 

14 Mississippi floods continued. 25,000 refugees. 

After the years of storm a certain routine, almost an inertia, of 
peace is being re-established. The state of Europe in 1927 is 
certainly immeasurably better than it was in 1923.’" {The 
Times Leader.) 

16 South African Flag Bill introduced. 

23 Lindbergh flew from New York to Paris, solo, in 33^ hotirs. 

Number of Unemployed lowest since 1920. (978,200.) 

24 Mr. Baldwnn announced termination of the Trade Agreement with 

Russia. 

30 Japan decided to despatch troops to China. 

31 Crisis in Egypt. British Note to Cairo re control of the Egyptian 

Army. 

Colonial Office Conference ended. 


June. 

3 B.B.C. came to the financial rescue of the Promenade Concerts. 
Soviet Officials left London. 

4 Jugoslavia and Albania broke oflf Diplomatic Relations. 
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June. 

4 Albania appealed to the League. 

14 Irish Free State Elections. Victory for Fiaima Fail. 

16 Egyptian controversy ended. 

20 Conference at Geneva on Limitation of Naval Armaments. 

2$ Mr. Cosgravc President of Irish Free State. Dc Valera’s party 
still refused to take the Oath. 

27 Record incomes in U.S.A. 207 people with incomes of a 
million dollars a year, or over. 

29 Total eclipse of the sun, 

July. 

6 Church Assembly approved die Prayer-book Measure, 1927. 

10 Murder of Kevin O’Higgins. 

Arrest of twenty-five members of the British Intelligence Service 
in Moscow. 

13 Heavy new Taxation introduced in China. 

15 Report of the Committee on Closer Union in East Africa. 

Rioting in Vienna by Socialists. 

20 Death of King Ferdinand of Rumania. 

23 Formation of the Indian Broadcasting Company. 

29 Trades Union Reform Bill received the Royal Assent. 

August. 

4 Naval Limitation Conference ended in failure. 

Sacco- Vanzetti Case, Reprieve refused. 

5 Sacco- Vanzetti protests in New York and Paris. 

7 Dedication of the Peace Bridge between Canada and U.S.A. 

Bomb outrages in New York, Philadelphia and Baltimore. 

8 Sacco-Vanzctti demonstration in London, Paris, Cape Town and 

Munich. 

10 Fianna Fail Party decided to take the Oath and their seats in the Dail. 

17 Franco-German Trade Agreement. 

23 Sacco-Vanzctti Case. Serious anti-American riots at Geneva. 

25 Anti-Japanese riot near Mukden. 

26 Dissolution of Dail Eireann. 

30 Lord Cecil resigned from the Cabinet on question of Disarmament. 
September. 

8 T.U.C. break with the Russian Trade Unions. 

Polish proposal for the outlawry of w^ar. 

12 National Consultative Assembly convoked in Spain. 

13 Nine “ Anglo-Finnish spies ” sentenced to deadi, out of twenty-six 

arrests. 

15 Canada elected a non-permanent member of the League Council. 

18 At Dedication of Tannenberg Memorial von FJindenburg re- 

pudiated German responsibility for the War. 
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19 ^ 7 - 

Swpiember, 

20 Irish Free State Elections. Cosgravc obtained 79 scats out of 152, 

21 New Zealand offered million towards Singapore Naval Base. 

22 Abolition of Slavery in Sierra Leone Protectorate. 

26 Great Britain won the Schneider Seaplane Race at Venice, at an 

average speed of 281 m.p.b. 

29 Franco-German Controversy over Tannenberg speech. 

October. 

2 Telephone Service between Great Britain and Canada opened. 
President Hindenburg’s eightieth birthday celebrated in Berlin. 

4 International Radio Telegraph Conference opened in Washington. 

7 Revolt in Mexico spreading. Many Generals executed. 

10 Decisive defeat of Mr. Lang’s (Labour) Government in N.S.W. 

Elections. 

11 Meeting of the new Dail. Mr. Cosgrave elected President by 76 

votes to 70. 

12 Mr. Bennett elected leader of the Conservative Party in Canada. 

14 First non-stop flight across South Atlantic by two French airmen 

(Captain Costes and Lieutenant Le Brix) in about twenty hours. 

15 1,000,000 houses built in England and Wales since the Armistice. 
Tenth Anniversary of Bolshevik Revolution celebrated in Leningrad. 

24 Agreement reached by General Hertzog and General Smuts with 

regard to South African Flag. (SuKsequently ratified by Parties.) 

25 Expulsion of Trotsky and Zinovieff from Central Committee of 

the Communist Party announced. 

Mr. Snowden announced that the financial position of the country 
was far more precarious and far weaker than it was three years 
ago. 

November. 

3 Labour gains at the Municipal Elections. 

11 Treaty between France and Jugoslavia. 

12 First Automatic Telephone Service installed in London. 

1 5 Trotsky and Zinoviefl expelled from the Communist Party. 

16 Mr. Cosgravc defeated in the Dad. 

18 Mexican Oil Law. Mexican Supreme Court sustained U.S. claim, 

22 Treaty of Defensive Alliance between Italy and Albania. 

23 India (Statutory Commission) Bill passed. 

27 Vilna Dispute between Poland and Lithuania. Polish appeal to the 

League. 

30 Fourth Session of Preparatory Commission on Disarmament opened, 
December. 

I Australian Dock Strike. 

3 Disarmament Commission closed. 

6 President Coolidge’s message to Congress, Big Navy programme. 
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t>ecemher, 

11 “ State of War ” between Lithuania and Poland catnc to an end, 

dianks to League intervention. 

12 Prayer-book Measure, 1927. Debate in die House of Lords 

began, 

14 Treaty between United Kingdom and Iraq. Iraq recognized as an 

Independent Sovereign State. 

15 Prayer-book Measure, 1927, defeated in the House of Commons, 

16 2000 “ Reds ” killed in Canton. 

18 Moscow sent Note to China protesting against anti-Communist 

measures, 

22 Unemployment Insurance Bill received the Royal Assent. 

Stabilization of the lira at 92*46 to the ^(^i. 
a6 Indian National Congress decided to boycott the Simon Com- 
mission. 

Record falls of snow. Snow-bound Christmas. 

28 Mr. Kcllogg*s Note to France re Pact to outlaw war. 

1928, 

January. 

2 Severe floods in the Thames area. 

Fighting in Nicaragua. American casualties. 

4 Persia claimed the Bahrein Islands. 

5 Mr. KeUogg^s Note to M. Briand, renouncing war as an instrument 

of national policy, 

6 Banishment of Trotsky to Russian Turkestan. 

8 M. Briand’s reply to the Kellogg Note. 

ri American Naval Secretary introduced big Navy programme. 

12 Mond Conference on Co-operation in Industry. 

Death of Thomas Hardy. 

16 Meeting of the Sixth Pan-American Conference at Havana. 
American air-attack on Nicaragua, 

19 Simon Commission left for India. 

29 Death of Earl Haig. 

February. 

l Appointment of British High Commissioner in Canada, 

3 Simon Commission arrived at Bombay . 

4 Arbitration Treaty between U.S.A, and France. 

8 Fall of the first Socialist Government in Norway after a fortnight 
in office. 

14 Opposition in America to big Navy programme. 

15 Death of Lord Oxford. 

Fall of Herr Marx’s Fourth Coalition Government. 

18 Indian Assembly passed resolution to boycott the Simon Com- 
mission. 
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19^8. 

February* 

19 Malcolm Campbell set up a new speed record at Daytona Beach, 

207 m.p.h. 

20 First Election under manhood suffrage in Japan, 

End of the Sixth Pan-American Conference. 

22 Mr. Hinkler flew from England to Australia in sixteen days. 

23 American Naval programme reduced. 

Japanese Election result. Victory for the Conservative Govern- 
ment (Seiyukai Party). 

March, 

4 Franco-Spanish Agreement about Tangier. 

Egypt rejected Draft Treaty with Britain. 

General Election in Poland. Pilsudski Prime Minister, with 
programme of Constitutional reform. 

9 “ Plot ” to destroy Coal Mines in the Donetz basin. 

1 3 Visit of King AmanuUah to London. 

17 Fifth Session of the Preparatory Commission on Disarmament met. 
Spain rejoined the League of Nations. 

18 National Peasant Demonstration in Bucharest against Bratianu 

Ministry. 

19 M. LitvinofF at Geneva proposed complete abolition of all arma- 

ments. 

Prayer-book Measure, 1928, issued. 

20 Agreement between Great Britain and Transjordania. 

31 Dissolution of the Reichstag. 

Simon Commission left for England. 

April 

i Serious earthquakes in the Near East. Damage in Bulgaria estimated 
at £4} million. Postponement of Reparation Payments. 

4 U.S.A, reached Separate Settlement with China with regard to the 
Nanking outrages. 

10 Dissolution of Commumst organizations in Japan. 

Discstabhshment of Islam in Turkey. 

12 Attempt to assassinate the King of Italy. 

14 United States Note to the Powers on international renunciation of 

war, 

16 Norway returned to the Gold Standard, as from May ist. 

19 5000 Japanese troops ordered to Shantung. 

27 Church Assembly approved the Prayer-book Measure, 1928. 

29 British Ultimatum to Egypt, with regard to Public Assemblies Bill. 

30 French Election results. Victory for M. Poincar^, 

May. 

I Egyptian Government withdrew the Bill in response to British 
Ultimatum. 

3 Agricultural Credits Bill introduced. 
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192B. 

May, 

4 Hghtiiig in Shantung between Chinese and Japanese. 

11 Treaty between Great Britain and Persia re air route to India, and 

capitulations. 

12 Japanese captured Tsinanfu. 

14 Opening of the Consultative Economic Committee at Geneva. 

16 Speculation in New York. Record volume of transactions. 
Five million shares sold. 

1 8 Japanese Note to Nanking and Peking Governments on Inviolability 
of Manchuria. 

20 General Election in Germany. Victory for the Social Democrats 

and the Conununists. 

21 British reply to American Note on Peace Pact, olfering support in 

principle. 

Report of the Consultative Committee on Economic Conditions. 
TarilFreductions recommended. 

22 Return of M. Venizelos to Greek politics, following fall of Cabinet. 

24 Trial of Alsatian Autonomists ended. Eleven out of fifteen ac- 

quitted. 

25 Loss of the airship Italia on flight to the North Pole. (Amundsen.) 
Peking Government disputed Japanese claims. 

27 Turko-Afghan Treaty. Turkish Military Mission sent to Kabul. 

28 American investments abroad amounted to 671 million dollars in 

1927. 

29 Non-aggrcssioti Pact between Italy and Turkey. 


June. 

9 Captain Kingsford Smith succeeded in flying the Pacific in three 
stages — California to Brisbane. 

10 Resignation of Chiang Kai-Shek as Comrnandcr-in-Chief of 

Nationahst Armies. 

11 Nanking Government’s Manifesto to the Powers, following 

occupation of Peking. 

12 Graeco-Soviet Commercial Convention abrogated. 

Formal Resignation of the Marx Cabinet in Germany, following 
Socialist victory at General Elections. 

14 The Prayer-book Measure, 1928, defeated in the House of Commons. 
18 Miss Earhart flew the Atlantic, solo. 

Soviet Government remitted Peasant Taxes, following failure of 
compulsory methods of grain collection. 

Equal SufEage Bill (the “ Flapper Vote ”) passed both Houses. 

20 Uproar in Belgrade Chamber. Deputies shot. 

21 Princess of Rumania obtained a divorce from the exiled Prince 

Carol. 

25 Stabilization of the franc at I24'2i to the ^1. 

The King of Egypt dismissed Ac Wafd Cabinet. 
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1928. 

June. 

27 Liberal Cabinet in Egypt. 

28 Coalition Cabinet in Germany, under Socialist Prime Minister 

(Herr MiiUer). 

Jw/r- 

2 Nanking Government raid the Salt Administration Funds. 

4 Bread snortage in Russia. Bolshevik Government bought in 

foreign wheat. (About 250,000 tons.) 

Venizclos Cabinet in Greece. 

5 Italian airmen flew from Rome to Brazil. Longest non-stop flight 

on record. 

6 Donetz Trial. Eleven Rus.sians sentenced to death ; one German 

imprisoned. Protests from Germany. 

17 Report of the Donoughmorc Commission on the Constitution of 
Ceylon. 

Raring and Valuation Act carried in the House of Commons. 
(Transference from certain rate-payers to tax-payers of burden 
of about ;£24 ,ooo,ooo a year.) 

Murder of General Obregon, President-Elect of Mexico. 

19 Great Britain agreed to revised Kellogg Pact. 

Egyptian Parliament dissolved, and F-^arliamcntary regime suspended 
for three years. 

20 Nanking Government denounced the Sino-Japancse Treaty. 

24 Mr. Baldwin stated that unemployment in the mining industry was 

a National Emergency and issued an appeal to employers. 

25 Revision of the Statute of Tangier. Equality of status for Italy. 

27 New Tariff Treaty between U.S.A. and China. 

Report of the Imperial Wireless and Cable Conference. “ A new 
era in the history of Empire communication.” (The Times 
Leader.) 

31 Japanese Note to China, refusing to acquiesce in abrogation of 
Treaty Rights. 

August. 

3 Mr. Baldwin renewed pledges not to introduce Protection or to 

impose any taxes on food. Definition of Government Policy 
in response to growing clamour for Protection. 

8 Harvesters wanted in Canada. Over 10,000 British appheants. 
Death of M. Raditch, Leader of Croats, from wounds received 
during fighting in the Chamber. 

10 Settlement between Britain and China with regard to the Nanking 
outrages, 

20 Greek General Election. Sweeping victory for Venizclos. 

21 Prime Minister’s appeal to 150,000 employers to help solve the 

problem of the depressed mining areas. 

27 Signing of the Pact of Paris (Kellogg Pact). Signed by fifteen 
nations. 
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Se^^her. 

I Ahmed Beg Zogu proclaimed King of the Albankn$. 
z Pxtsident Calles of Mexico to retire. Proposal to end Dictatorship. 

6 T.U.C* approved, by large majority, the principle of Co-operation 

in Industry. 

Barnard and Ailiott flew from India to England in less than days, 

10 Conversations at Geneva on the evacuation of the Rhineland, 

German plea for general disarmament. Briand’s tart reply. 

11 Australian Dock Strike. 

14 Spain celebrated Fifth Anniversary of Dictatorship. 
i6 Agreement at Geneva to set up Committee of Experts to investigate 
Reparation problem. 

Severe hurricane in West Indies and Florida. 2000 dead. 

18 Spanish airman flew from London to Paris in Autogiro. 

22 Anglo-French Agreement on Naval Limitation pubhshed. Naval 

requirements to be estimated by categories. 

23 Pact of friendship and arbitration between Greece and Italy. 
Australian Dock Strike, Docks patrolled by police — ^hold-up of 

shipping. 

24 Public Safety Bill rejected by Indian Assembly. 

26 General Act for the Pacific Settlement of International Disputes 

adopted by League Assembly. 

Turkish Government decided to make Latin alphabet compulsory, 
as from December 1928. 

27 Simon Commission returned to India. To be a.«isfcd in their 

investigations by a Central Indian Committee, .selected by the 
Viceroy from Central Legislatures. 

29 U.S. Note to London and Paris refusing 10 adopt Anglo-French 
compromise on Naval Limitation. 

October. 

4 Labour Pany Conference. Financial policy defined. Increased 
taxation and public control of the Bank of England. 

7 Sociahst riots in Austria. 

10 Royal Commission on Police Powers and Procedure began work. 

(Sequel to “ Savidge Case.”) 

New Government in China. Chiang Kai-Shek President. 

11 Agroement between Greece and Jugoslavia re Jugoslavian free zone 

in Salonika. 

12 Senor Irigoycn (Radical) President of Argentina. 

16 ** Graf Zeppelin ” crossed the Atlantic. 

19 Australian Dock Strike ended. 

28 Tenth Anniversary of the Czechoslovakian Republic, 

November. 

1 Bulgarian Stabilization Loan Agreement. 

2 Lora Mayor’s Appeal for the stricken coal-fields. 
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i^. 

Nopemher. 

3 Socialist gains at Municipal Elections, iii scats in the Provinces, 

and 71 in London. 

6 Resignation of M. Poincar^. 

7 Mr. Hoover defeated Governor Smith in American Presideutial 

Election, by 20 million votes to 13 million. 

Eruption of Mount Etna. 

9 “1 Dclicvc that wireless — ordinary common or garden wireless — 

is going to be one of the greatest bonds between the common 
people of the whole world.” (Mr. Baldwin at the Guildhall 
Banquet.) 

10 Enthronement of the Emperor of Japan. 

11 M. Poincare formed new Government. Socialists refused to 

co-operate. 

13 Local Government Bill, 1928 (De-rating), issued. 

14 New Government in Rumania under Dr. Maniu, Leader of the 

Peasant Party. 

16 General Elections in New Zealand. Liberal victory. 

17 General Elections in Australia. Bruce-Page Ministry returned with 

decreased majority. 

2t Illness of King George V. 

27 It was decided to build new headquarters for the B.B.C. in Portland 
Place. 

29 Prosperity in France. Mr. Cahill’s Report on Economic Conditions 

in France, 1928. 

30 ” Business in nearly all branches was on a level rarely, if ever before, 

attained . . . and die standard of living of the masses of the 
people remained higher than anywhere else in the world.” 
(Mr. Hoover’s Report as Secretary of Commerce for the 
fiscal year ended on June 30th, 1928.) 

December, 

2 Settlement of the Ottoman Debt question ratified by the Turkish 
Assembly. 

Day of prayer for the recovery of the King. 

4 Council of State appointed to act for His Majesty during his illness, 

5 Rebellion in Afghanistan, due to King Amanullah’s reforms. 

6 Australian ” Peace in Industry ” Conference opened at Melbourne. 

10 Bolivia and Paraguay severed diplomatic relations. 

Fascist Grand Council ” Constitutionalized.” 

11 Report of the Joint Committee of Cotton Trade Organizations 

emphasized increasing competition from the Far East. 

12 Operation on the King. 

Housing Subsidy reduced by £,2$ per house. 

Eight new Bureaux for Imperial Agricultural Research set up. 
General Election in Rumania. Large majority for Peasant Party- 
333 out of 387 scats. 
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1928. 

December. 

16 Rghdng between Bolivia and Paraguay in progress. 

17 Twenty-fifth Anniversary of the first aeroplane flight by Wilbur 

and Orville Wright. (a6o yards.) 

The League Council, the Pan-American Conference and the 
Spanish Government ofiered to mediate in the Chaco dispute, 
19 Fashion decreed that for evening wear women must wear frilly 
dresses and long skirts. 

Afghan Rebellion. Kabul isolated. 

21 Serious gas-explosion in London. 

23 Women and children removed from the Kabul Legation to India 
by air. 

30 Resignation of the Coalition Government in Jugoslavia. 

1929. 

January. 

3 Bolivia and Paraguay agreed to submit their dispute to the Pan- 
American Union. 

5 Parliamentary Government suspended in Jugoslavia. Dictatorship 
of King Alexander. 

8 Press Law passed in Jugoslavia. 

T4 Habibullah attacked Kabul and compelled King Amanullah to 
abdicate. Civil War resulted. 

16 National Farmers’ Union demanded safeguarding for agriculture. 

17 President Coohdge and Mr. Kellogg signed the Pact of Pans. 
Report of the Hilton Young Commission on East Afnca issued, 

23 150 adherents of Trotsky arrested by the Ogpu. 

24 Dissolution of political parties in Jugoslavia. 

29 Military revolt in Spain. 

February. 

3 International Loan for Ruraama floated. 

5 Mr. dc Valera imprisoned in Belfast for lack of a permit. 

9 Peace Pact endorsing Kellogg Pact signed by Ru.ssia, Poland, 

Esthonia, Latvia and Rumania. 

The King went to Bognor to recuperate after his illness, 

Mr. Baldwin refused to set up a Commission on safeguarding for 
the iron and steel industries. 

II Committee of Experts under Mr. Owen D. Young met in Paris to 
draw up new Reparation settlement. 

Concordat between Italian Government and the Vatican. 

13 President Coolidge signed Cruiser Bill providing for five new 

cruisen a year for three years. 

14 Government raid on Socialist headquarters in Vienna. 

18 Trotsky exiled from the U.S.S.R. 

24 6000 Fascists and 18,000 Socialists marched through Vienna. 
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1929. 

February, 

25 British Legation in Kabul reached India by air. 

General Hertzog’s Native Bills defeated. 

26 Artillery Academy in Spain closed. 

March. 

i German Trade Treaty with South Africa. 

3 Military revolt in Mexico. 

4 Inauguration of President Hoover. 

10 President Hoover supported existing Government in Mexico with 
munitions and supplies. 

12 Mond-Turner Report on Unemployment. 

1 5 Bread ration cards introduced in Moscow. 

21 Marriage of the Crown Prince of Norway to Princess Martha of 

Sweden. 

22 The sinking of the S.S. Vm Alone. 

25 Visit of British Delegation to Russia. 

27 Local Government Act received the Royal Assent. 

30 England-India Air Mail service started. 

April. 

3 Resignation of Mgr. Seipel, Chancellor of Austria. 

8 Bombs thrown in Indian Legislative Assembly. 

12 Viceroy’s decision to ensure public safety by Ordinance, failing 

passage of Bill. 

13 Simon Commission left Bombay for England. 

22 New phase of Naval Disarmament question. Mr. Hugh Gibson’s 
speech at the Preparatory Disarmament Commission. 

24 General Election in Denmark. Socialist-Radical victory. 

25 At the Sixteenth Conference of the Communist Party the Economic 

Five-Year Plan was adopted. 

26 First non-stop flight between England and India by Jones-Wilhams 

and Jenkins. (50 hours, 48 minutes.) 

30 End of Mexican RebelUon. 

May. 

1 Clashes between Fascists and Socialists in Vienna. 

2 Visit of the Duke of Gloucester to Japan to present the Emperor 

with the Order of the Garter. 

15 Sir Alan Cobham started on three months’ propaganda tour to 
arouse interest in flying in 100 towns. 

20 Withdrawal of Japanese troops from Tsi-Nan. 

24 Dissolution of Parliament. 

26 General Election in Belgium*. Defeat of the Socialists. 

30 General Election. Labour, 290 ; Conservatives, 260 ; Liberals, 59 ; 
Independents, 6. 
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June. 

7 Pul^Ucation of the Young Plan. 

8 labour Government uii<&r Mr. Ramsay MacDonald took office. 

11 Intensification of anti-religious campaign in Russia urged at the 

Congress of the Anti-God Society in Moscow. 

12 General Election in South Africa. Nationalist majority ; virtual 

disappearance of the Labour Party. 

1 5 The Durban riots. 

17 Earthquake in New Zealand — worst since 1855. 

21 Compromise between the Mexican Government and the Catholic 

Church. 

22 Agreement between France and Syria re Turko-Syrian frontier. 

23 Centenary of Catholic Emancipation celebrated in Dublin. 

July. 

2 Fall of the Tanaka Ministry in Japan. (Succeeded by Mr. Hama- 
guchi.) 

9 Change of Government in Portugal. Ferraz Ministry took office. 
10 Kingsford Smith arrived at Croydon, having flown from Australia 

in 12 days 14 hours in the Southern Cross. 

Chinese seized the Chinese Eastern Railway and arrested Russian 
staffi on charges of Communist propaganda. 

13 Russia dcHvered an Ultimatum to China demanding release of 

Soviet citizens. 

19 Soviet Government broke off relations with China. 

24 Resignation of Lord Lloyd, High Commissioner for Egypt, 

announced by the Foreign Secretary. 

Kellogg Pact accepted by the Senate. 

25 Act passed in Rumania decentralizing Provincial Administration. 

27 Resignation of M. Poincare, owing to ill-hcalth. 

29 M. Briand formed Cabinet. 

August. 

6 Hague Conference met to discuss the Young Plan. British interests 
vigorously defended by Mr, Snowden. 

Fresh proposals published for an Anglo-Egyptian settlement, 
offering wide concessions subject to acceptance by the Egyptian 
Parliament. 

23 Rioting in Jerusalem owing to disputes at the Wailing Wall. 

24 Massacre of non- 2 ^onist Jews at Hebron. 

28 Agreement on Reparation reached at The Hague. 

September. 

5 Protocol of adherence to Permanent Court approved by U.S. 

Secretary of State at Geneva. (But not subsequently 
ratified.) 

6 England 4 ndia Air Mail disaster at Jask. 
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19 ^ 9 . 

September, 

7 Foundation-stone of the new headquarters of the League laid at 
Geneva. 

Great Britain won the Schneider Seaplane Race over the Solent 
course. 

9 Mr. W. Graham proposed an international two years’ tariff truce 
at Geneva. 

10 Defeat of Bruce Government in Australia, on a measure for amend- 
ing the Arbitration system. 

Fighting between Russians and Chinese in Manchuria. 

1 3 Collapse of the Hatry group of companies. 

17 Seiior Rubio elected President of Mexico. 

19 Great Britain signed the Optional Clause of the Statute of the 
Permanent Court. 

Publication in Iraq of the news that the British Government would 
support the admission of Iraq to the League in 1932. 

October, 

T Trade relations with Russia resumed. 

2 First General Assembly of the Reunited Church of Scotland. 

3 Death of Herr Stresemann. (Succeeded by Herr Curtius.) 

4 Mr. Ramsay MacDonald visited the United States. 

Denmark : Socialist Government proposed to abolish Ministries of 
War and Marine and convert Army and Navy into a Con- 
stabulary and a State Marine. 

7 Regents of Rumania to be elected by Parliament. 

Serious Mutiny at the Colorado State Penitentiary. Fourteen guards 
and five convicts killed. 

12 General Election in Australia. Labour victory. 

16 Nadir Khan elected King of Afghanistan. 

22 Mr. Scullin, Labour, Prime Minister of the Commonwealth of 

Australia. 

Fall of Briand’s Miiustry. 

23 Crisis in the New York stock markets. Sales of shares totalled a 

record of 19,226,400 shares. 

24 Shaw Commission began investigation of Jerusalem riots. 

26 England-India Air Mail disaster in the Mediterranean. 

27 General Election in Czechoslovakia. 

30 Publication of the correspondence between Sir John Simon and the 

Prime Minister suggesting the enlargement of the scope of the 
Commission Report to include the Native States, Decision 
to summon the Round Table Conference. 

31 Lord Irwin’s pronouncement on Dominion status. 

Nopemher, 

2 M. Tardicu became Prime Minister. 

Execution of Habibullah. 
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IS>29. 

Novtwher, 

4 Appoiiitmcnt of the Macmillan Commission on Finance and 
Industry. 

14 Decision to slow down the work on the Singapore Naval Base. 

1 8 Russian invasion of Manchuria: fierce fighting: aooo Chinese 

killed, twenty miles of railway destroyed. 

21 Increase in Australian tariffs. 

December. 

3 Speaker’s Conference on Electoral Reform appointed. 

7 Reform of the Austrian constitution. 

Coalition Government formed in Czechoslovakia. 

12 New constitution for Ceylon accepted by Legislative Council. 

16 Unemployment Insurance Bill passed — providing for increased 
allowances and extension of Transitional period. Estimated 
cost to the Exchequer : ;£i2j million. 

19 Coal Mines Bill passed. Central Council to allocate quotas of 

production for each district. Working day fixed at 7| hours. 

21 General Election in Egypt. Large majority for the Wafd. 

22 German Nationalist attempt to reject the Young Plan by referendum 

failed. 

Protoex)! signed by Russia and China with regard to management 
of the Chinese Eastern Railway. 

23 Attempt to assassinate the Viceroy of India. 

28 Nanking Government proclaimed the abolition of “ Extra- 
territoriahty.” 

31 December index of wholesale prices in U.K. showed decline of 
6*3 per cent, on December 1928. 

1930. 

January. 

I Wafd Ministry in Egypt under Nahas Pasha. 

Congress Party resolved not to participate in Round Table 
Conference. 

3 Second Hague Conference opened. 

8 Marriage of Crown Prince of Italy to Princess Marie Jose of Belgium. 
10 Japanese Government raised embargo on export of gold. 

20 End of the Second Hague Conference. Adoption of the Young 

Plan. 

21 London Naval Conference opened. 

28 Resignation of General Primo dc Rivera. Succeeded by General 
Bcrcngucr. 

February. 

I Memorial tablet to the murderers of the Archduke Franz Ferdinand 
unveiled at Scrajevo. 

Break in Argentine exchange. 5 per cent, depreciation of the peso. 
6 Treaty of Friendship and Arbitration between Austria and Italy. 
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mo. 

February. 

10 Crisis in Chicago and Canadian wheat-markets, 
la Houses of Convocation passed resolution of protest against re- 
ligious persecution in Russia. 

1 6 Attempts at constitutional reform in Spain. 

17 Lords Beaverbrook and Rothermcre announced formation of the 

Empire Free Trade Party. 

Tariff Truce Conference opened at Geneva. 

Fall of Tardieu Government in France. 

20 General Election in Japan. Government majority. 

March. 

2 M. Tardieu formed new Cabinet in France after collapse of short- 
lived Chautemps Ministry. 

Stalin ordered the slowing down of the movement for ** collect- 
ivizing ” Russian peasants. 

4 Mr. Baldwin announced willingness to submit question of food 
taxes to a referendum . 

Ciandhi announced to Viceroy the beginning of the Civil Dis- 
obedience Campaign. 

7 Break in Australian exchange. Premium on London increased 

from 50s. to I22S. 6d. 

12 Gandhi’s march to Daiidi to break the Salt Laws. 

Customs agreement berween Japan and China. 

16 Death of General Primo de Rivera, Marquis d’Estella. 

April. 

4 Import Restriction Bill passed in Australia. 

9 Registered unemployed in Great Britain, 1,650,000 — highest 
figure for eight years. 

12 Austro-Gernian Commercial Treaty. 

14 Budget deficit of /^I4i million — Income-tax raised to 4s. 6d. in 
the Three safeguarding duties allowed to lapse. 

16 Temporary Trade Agreement between U.K. and U.S.S.R. 

22 London Naval Conference ended, Three-Power Naval Treaty 

between U.K., U.S.A. and Japan. 

23 Rioting in Peshawar. 

24 Trial of Croat leaders in Jugoslavia. 

30 Wireless telephony service opened between England and Australia. 
U.S. steel mills working up to 80 per cent, of capacity — increase of 
40 per cent, on December 1929. 

May. 

5 Arrest of Gandhi. 

8 Anglo-Egyptian negotiations broke down on question of the Sudan. 

17 Bank for International Settlements opened at Basle. 

Briand Plan for United States of Europe circulated to twenty-six 
European Governments. 

2 t 
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mo. 

May. 

3 iO Resignation of Sit Oswald Mosley from the Labour Government, 
2Z New Constitution for Syrian Mandates promulgated. Refused by 
Nationalists. 

23 “ Literary Digest’* poll in U.S.A. on Prohibition, 40*43 per cent. 

for retail: 29-11 per cent, for modification: 30*46 per cent, 
for strict enforcement. 

23-25 Severe slump on New York Stock Exchange. 

24 Miss Amy Johnson arrived at Darwin after flying solo from 

England to Australia in twenty days. 

June. 

3 Permanent Mandates Commission to investigate Palestine rising of 

1929. 

6 Return of exiled Prince Carol to Rumania. Resignation of 
M. Maniu. 

8 Rumanian National Assembly proclaimed Prince Carol King of 

the Rumanians. 

9 Convention between GrcecT and Turkey. Exchange of populations. 
10 Publication of the Simon Report, Part I. 

12 France signed the Optional Clause of the Permanent Court Statute. 

15 U.S.A. creation of Federal Farm Board. 

16 Mixed bathing permitted in the Serpentine, I lyde Park. 

17 Publication of the Simon Report, Part II. 

Resignation of the Wafd Cabinet on question of constitutional 
reform. 

Hawlcy-Smoot Tariff Bill passed in U.S.A. 

21 Egyptian Parliament prorogued. Sidky Pasha Prime Minister, 

23 General Strike in Spain. 

24 Conservative Party Meeting approved attitude of Mr. Baldwin 

towards the United Empire Party. 

26 Revolution in Bolivia. Establishment of Military Junta. 

29 ** Congress for the Defence of Law and Public Liberties ” in Cracow. 

30 New Treaty between U.K. and Iraq ** on terms of complete 

freedom, equality and independence ” to become operative 
on admission of Iraq to the League in 1932. 

Congress Working Committee was declared an illegal body. 

July. 

TL Evacuation of the Rhineland in accordance with Hague Conference 
decision. 

2 First German Emergency Decree to deal with budgetary crisis. 

18. Socialists in Reichstag defeat Government. Hindenburg dissolves 
Reichstag. 

19 King's Prize at Bislcy won by Miss M. E. Foster. 

21 London Naval Agreement ratified by American Senate. 

22 Coal Mines Bill passed — after being twice amended by the Lords. 
Agrarian Confi:rence at Bucharest. 
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1930. 

July, 

23 Barthquakc in Naples— 2000 dead. 

2$ General Election in Canada. Conservative victory. 

30 Agrarian Conference at Sinai. 

August, 

1 Unemployment Act received Royal Assent. 

2 Commercial Treaty between Italy and Russia. 

5 Sir Otto Niemcycr addressed the Australian Federal Loan Council 
on need for financial reform. 

15 Cathedral of Mexico City reopened. 

23 Revolution in Peru. President Leguia deposed after dictatorship 
of eleven years. 

25 Report of Permanent Mandates Commission on British Mandate 

in Palestine. 

26 Murder of Calcutta Commissioner of Police — first of a scries of 

outrages. 

28 Conference at Warsaw between Agrarian States of Central and 
Eastern Europe. 

September. 

4 Prince Starhemberg Chief of the Austrian Heimwehr. 

5 Revolution 111 the Argentine. General Iriburu replaced Dr. Irigoyen. 
10 Arrest of Opposition Party leaders in Poland. 

13 Price of rubber below 4d. per lb. 

14 General Election in Germany. Na^i Parry polled 6*4 million votes. 

{t 8 per cent.') 

17 Irish Free State elected non-perniancnt member of League Council. 
New Canadian Tariff enforced, 

23 Mass meeting of Republicans in the Bull ring at Madrid. 

25 Fall of Schober Government in Austria. Clerical-Fascist Cabinet. 

October. 

1 Opening of the Imperial Conference. 

Anglo-Chincsc Agreement re Wei-hai-wei and Boxer Indemnity. 

2 Japan ratified Treaty of London, 

5 Loss of airship R loi . De.arh of Air Minister and Director of Civil 

Aviation. 

Balkan Conference at Athens. 

6 Revolution in Brazil. Exchange Moratorium. 

8 Dominion Premiers rejected Empire Free Trade, and proposed 
reciprocal Imperial Preference. 

10 Ministry of Peasant Party formed in Rumania under M. Mirencscu, 
12 Credit of 125 million dollars to Rcichsbank from U.S.A. 

14 Peseta dropped to 50 to the £1. 

16 Civil War in Brazilian codec states. 

18 Agrarian Conference at Bucharest. 

23 New Constitution in Egypt. Absolutist government established. 
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October. 

25 Marriage of King Boris of Bulgaria to Princess Giovaima of Savoy, 
27 Australian Labour Caucus rejected Sir O. Niemcyer*s proposals. 

30 Treaty of Friendship and Arbitration between Greece and Turkey 

signed at Angora. 

Mr. Baldwin at Emergency Meeting of the Conservative Parry 
received a vote of confidence by 462 votes to 116. 

Oustric Bank failure. 

31 Success of Empire Free Trade Party at by-election. 

November. 

I Labour losses at Municipal Elections. 

4 “Off-year*’ Elections in U.S.A. Democratic gains. Deadlock 
in the Senate- 

Dr. Vargas, with support of Military Junta, President of Brazil. 

6 Preparatory Disarman\cnt Commission met. 

9 Elections in Austria. Socialist victory. Clerical- Socialist Cabinet. 

10 Agrarian Conferences at Warsaw and Belgrade. 

12 Opening of the First India Round Table Conference. 

14 General Strike in Spain. 

Close of the Imperial Conference. Question of Empire Trade 
ac^ourned to the future Conference at Ottawa. 

16 Marshal Pilsad.ski secured a majority at Polish Elections. 

18 Sino-Dutch Commercial Treaty. Tariff autonomy of China 
finally established. 

Budget deficit of 729 million liras in Italy. Announcement of 
12 per cent, cut in public salaries. 

December. 

I Further loan of ^10 million to Unemployment Insurance Fund. 
Appointment of Royal Commission on Unemployment Insurance. 
Second German Emergency Decree. 

4 Fall of Tardicu Ministry in France. 

9 Preparatory Disarmament Commission adjourned, having adopted 
a Draft Disarmament Convention. 

11 Bank of United States suspended payment. 

12 Military rebellion in Spain at Jaca. 

13 Revolution in Guatemala. 

15 Military aeroplanes dropped revolutionary leaflets on Madrid. 

17 Centenary of Bolivar celebrated in South America. 

22 Oslo Convention between low-tariff countries of Scandinavia, 
Beldum, Netherlands and Luxembourg. 

31 Bank failures in U.S.A. rose from 434 in 1929 to 1326 in 1930. 
During the year 54,000 convictions for civil disobedience offences 
in India. 23,000 in prison at the end of the year. 

December Index of wholesale prices in U.K. .showed decline of 
I9'9 per cent, on December 1929. 
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1931. 

Jmmary. 

a Revolution in Panama. 

5 “ Skirts arc not very long, neither arc they very short.” (Paris 
Fashions in The Times.) 

7 Persian Art Exhibition opened in London. 

9 Brazil invited Sir O. Nicmeycr to carry out financial inquiry. 

19 First India Round Table Conference ended. Federal Pnnciplc 

adopted. 

20 League Council fixed date of Disarmament Conference for February 

2nd, 1932. 

22 Resignation of Stceg Cabinet in France. 

27 Laval Cabinet in France. 

30 Gold payments on Mexican debt postponed for tv^ro years. 

February. 

5 Captain Malcolm Campbell set up speed record of 246*575 m.p.h. 
at Daytona Beach. 

10 New Delhi officially opened as Capital of India by Lord Irwin. 

13 National Confederation of Employers Organization issued state- 

ment on “ The Industrial Situation ” and demanded 33^5 per 
cent, cut in unemployment benefit. 

14 Resignation of Berengucr Ministry in Spain. 

t6 Further loan of jTio million for Unemployment Fund and ex- 
tension of penod of Transitional Benefit to tliree months, 

March. 

5 Publication of Delhi Pact between Mr. Gandhi and Viceroy. Civil 
disobedience ended, ordinances withdrawn. 

7 Russo-Turkish Treaty re limitation of armaments in the Black Sea. 
10 Opening of Nansen International Office for Refugees. 

13 Russo-Turkisli Commercial Treaty. 

16 European Road Traffic Conference at Geneva. 

17 Arbitration Treaty between Turkey and Czechoslovakia. 
Appointment of the May Committee on National Expenditure. 

19 Proposal for Austro-German Cmstoms Union. 

25 T.U.C, reply to Employers* Manifesto. 

26 New South Wales defaulted on interest-payments. 

30 Commonwealth guaranteed and paid New South Wales interest. 

April. 

10 C. W. A. Scott flew from England to Australia in just over nine 
days, 

12 Republican victory in Spanish Municipal Elections. 
r3 Change of Government in Japan. Mr. Wakatsuki succeeded Mr. 
Hamaguchi. 

14 Republic proclaimed in Spain. King Alfonso left Madrid. Don 

Alcala Zamora President of Provisional Government. 
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April, 

14. Hist Air Mail firom Australia to England— saving of fourteen day* 
on sea voyage. 

17 JLord Willingdon succeeded Lord Irwin as Viceroy of India, 

British budget showed deficit of million. 

2Z Opening of Whipsnadc, 

May, 

$ People's Convention held at Nanking. 

7 New York bank rate reduced : 2 to i ^ per cent. 

9 Chadboumc Sugar Agreement signed. 

Australian Treasury announced deficit of million. 

12 Chinese Constitution adopted. 

13 Failure of M. Briand at French Presidential Elections. M. Doumcr 

elected. 

14 London bank rate reduced from 3 to 2 J per cent. 

Suspension of Crcdit-Anstalt of Vienna. 

16 Further drastic restriction of tin output. 

1 8 Conference of wheat-exporting countries in London. 

19 Launching of the pocket battleship Deutschland. 

21 International agricultural mortgage convention signed. 

General Act for the Pacific Settlement of International Disputes 
signed by five countric.s, including Great Britain. 

28 Secessionist Government inaugurated at Canton. 

29 International Credit of 14 million dollars to Credit-Aiistalt. 

30 Azione Catrolica dispute in Italy began. 

June. 

I Italian Government dissolved non-Fascist youth association. 

General Election in Egypt. Victory for Sidky Pasha. 

5-9 Visit of Dr. Briining and Dr. Curtins to England. 

5 Third German Emergency Decree. 

6 Heavy withdrawal of foreign funds from Germany. 

9 Australian Premier's Plan. 

13 Berlin bank rate raised from 5 to 7 per cent. 

16 Crcdit-Anstalt received 1 50 million schillings from Bank of England. 

20 Publication of Hoover Plan for a Moratorium on inter-govern- 

mental debts. 

21 General Election in Bulgaria. Success of National bloc, 

22 Great Britain agreed to Hoover Moratorium. 

24 Great Britain granted Moratorium to the Dominions. 
Non-aggression Treaty between U.S.S.R. and Afghanistan. 

25 Loan to Reichsbank of 100 million dollars by Central Banks of 

U.K., U.S.A. and France. 

28 Republican Socialist victory in Spanish General Elections. 

Dispute between Norway and Denmark over East Greenland 
began. 
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June, 

ap Encyclical Letter on the Azione CattoHca dispute, 

30 Grcnetal Election in Hungary. Victory for Count Bethlcn. 

July. 

3 Collapse of Norddeutschc WoUkammerci (Bank). 

6 Foreign withdrawals from Germany during previous week 
amounted to lOO million marks. 

9 Dr. Luther visited London. 

10 Dr, Luther visited Paris. 

11 Dr. Luther returned empty-handed to Berhn. 

Mass Meeting at the Albert Hall. Government’s Disarmament 
poUcy endorsed. 

1 3 Report of the Macmillan Committee on Finance and Industry. 
Break in German Exchange. Suspension of Danat Bank. 

14 All German banks except Rcichsbank closed by decree. 

15 German bank rate raised from 7 to 10 per cent. 

20 London Conference on financial position of Germany. 

23 London bank rate raised from 2J to per cent. 

24 Publication of Niemeycr Report on Brazil. 

26 Visit of Mr. MacDonald and Mr. Henderson to Berlin. 

30 London bank rate raised from 3^ to 4I per cent. 

31 Berlin bank rate raised from 10 to 15 per cent. 

Report of the May (Economy^ Committee. Anticipated budget 
deficit for 1 93 2 of 1 20 million. Cabinet Committee appointed 
to study the Report. 

August. 

I million credit to Bank of England from France and U.S.A. 

Bank of England gold losses since mid-June : million. 

4 Restrictions on foreign exchange transactions in Germany. 

8 Bank of England issued strong appeal to the Prime Minister. 
Australian loan to New South Wales. 

II Berlin bank rate reduced from 15 to 10 per cent. 

13 Cabinet Economy Committee resolved to balance the Budget. 

17 Statement of Tokyo War Office regarding murder of Captain 

Nakamura. 

18 International Bankers’ Committee at Basle recommended standstill 

on German short-term debts. 

19 Resignation of Count Berhien. Karolyi Government formed. 

Chile declared moratorium on foreign debt till end of 1931. 

20 Cabinet Economy Plans laid before Parliamentary Labour Party 

and T.U.C. 

22 Split in Cabinet over proposed 10 per cent . cut in unemployment pay. 

23 The King returned to London. 

24 Resignation of the Second Labour Govermnent. Formation of 

National Government. 

25 Formation of International Syndicate to control sales of tin. 
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26 T*U,C. and Eacccutivc Committee of Labour Party decided to gp 
Into opposition. 

a8 Bank of England borrows further million from France and 
U.S.A. 

^temher. 

1 Naval mutiny in Chile. 

2 Berlin bank rate reduced from 10 to 8 per cent. 

Azione Cattolica dispute in Italy settled. 

3 Proposal for Austro-Gcrman Customs Union dropped. 

New Constitution in Jugoslavia. 

7 Hungary asked for financial inquiry by League of Nations. 

Second India Round Table Conference met. Gandhi present. 
T.U.C. Concuss discussed “ the Bankers* Ramp.** 

8 Vote of confidence in National Government passed : 3 1 1 — 251 . 

9 Japan demanded apology, compensation, and pimishment of the 

murderers of Captain Nakamura. 

lo Supplementary Budget to meet prospective deficit of ^74*7 million 
in 1931-32. 

13 Heimwehr putsch in Austria. Starhemberg arrested. 

Great Britain won the Schneider Seaplane Race for the third time 
in succession. Average speed : 379 m.p.h. 

15 Heavy withdrawals of gold from London following rumours of 
trouble in the Navy. 

17 Standstill Agreement on credits in Germany. 

18 Following incident at Pcitayana, Japan occupied Mukden. 

Break on Stock Exchange— London and Wall Street. 

20 Further Japanese advances in Manchuria. 

21 Bank of England suspended gold payments : flight of foreign 

balances from London since mid-July, £200 million. London 
bank rate raised from 4J to 6 per cent. 

Gold Standard Suspension Act passed. Purchase of foreign ex- 
change restricted. Stcrling-doUar rate : 4-11. 

China appealed to the League. 

22 Prohibition of gold exports by Denmark. 

23 Federal Reserve losses during previous week : 1 59 million dollars. 
25 Banque Nationalc dc Credit in difficulties. 

Stock Exchange Committee forbade transaction.s on forward 
account. 

Italy imposed excess duty of 15 per cent, on all imports (except 
coal) as far as treaties permitted. 

Argendnr currency based on dollar instead of on gold. 

Z6 Stcriing-dollar rate : 3-83. 

27 Norway and Sweden suspended Gold Standard. Egypt prohibited 

gdld exports. 

28 Denmark suspended Gold Standard. 
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1931. 

Septemher, 

29 Greece controJJed currency exports. Bank failures in Genuany. 
League Assembly adopted resolution for one year’s armaments 

truce as from November isr, 

30 Federal Reserve gold losses during week : 189 million dollars. 

New air-speed record of 408 m.p.h. set up by Flight-Lieutenant 

J. H. Stainfonh. 

October. 

X China requested States-Mcmbers of League Council to send 
observer to Manchuria. 

2 Closing down of Comptoir Lyon-AUeniand. 

3 Turkish Delegation visited Athens to ratify Agreement of previous 

year, 

5 Bank of Finland controlled foreign exchange dealings. 

First non-stop flight between U.S.A. andjapan. 

6 Fresh German Emergency Decrees. Dresden People’s Bank closed. 
Nineteen Bank Suspensions in U.S.A. 

7 Parliament prorogued. 

President Hoover announced proposals for Banking reform. 

8 Appeal to Japan and China by President of League Council. 
Exchange control in Austria and Jugoslavia. 

Four German, one French and six American Bank Suspensions. 

9 Paris bank rate raised from 2 to 2 J per cent. 

11 Finland and Rhodesia suspended Gold Standard. 

12 B.I.S. credits to Germany and Austria. British credit to Austria 

renewed. 

13 Ten Bank Suspensions in U.S.A. 

14 Expulsion of Jesuits from Spain voted. Resignation of Zamora. 

15 New York bank rate raised from 2J to 3.j per cent, following 

further gold losses in week of 200 million dollars. Fifteen 
more bank failures. 

18 Brazil suspended external cash payment of debt services for three 

years, 

19 Export of gold from Canada licensed. Eleven more American 

Bank Suspensions. 

20 Second Balkan Conference. 

24 Japanese delegate negatived draft resolution of Committee of 
Twelve on Sino-Japancse dispute. 

24-27 Hoover-Laval Conversations on War Debts. 

27 Peace Conference at Shanghai. (Northern Government and 

Cantonese.) 

28 General Election. National Government returned with large 

majority. 

29 Ordinances for the suppression of terrorism in Bengal. 

30 Bank of England repaid £20 million of Franco-Amcrican credits. 
Diisscldorf bank failure. 
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M:fv€mher, 

t Fwtber Japai)<sse advance in Mandbum. 

3 Meeting ©f bankers of Central Europe at Prague to discuss Exchange 

regulations. 

4 During previous week Federal Reserve Bank gained 36 million 

dollars in gold. 

Three French Bank Suspensions. 

9 Forci^ exchange restrictions in South Africa. 

14 Frencn surtax on imports from countries with depreciated currencies. 
Ecaguc Council reassembled. U.S.A. represented on Sino-Japanese 
dispute. 

19 Germany demanded meeting of Young Plan Advisory Committee. 
26 Abnormal Importations Act (U.K.) passed. 

Stcrling-dollar rate : 3*74. 

21 Japanese delegate proposed League Commission of Inquiry should 

be sent to Manchuria. 

26 His Majesty’s Government announced “ quota ’* for home-^rown 
wheat scheme. 

28 Austrian Agreement with foreign creditors re reorganization of 
Crcdit-Anstalt. 

December, 

I' 1 Second India Round Table Conference ended. Deadlock on 
Communal quesnon. 

Stcrling-dollar rate : 3 -29. 

German Presidential Decree empowering Government to vary 
import duties at will. 

2 Revolution in Salvador. 

3 Statute of Westminster Bill passed. 

5 Wireless telephone debate between Oxford and Harvard. 

7 French Government to bear the Bank of France’s losses on sterling 

balances. 

Young Plan Advisory Committee met at Basle. 

8 Fourth German Emergency Decree. 

9 Spanidi Constitution approved. 

10 League Council decided unanimously that Commission of Inquiry 
should be sent to Manchuria. 

13 Prohihition of gold exports from Japan. 

Change of Government in Japan. Mr. Inukai in office. 

14 Ordinance in India with regard to non-payment of rents, and 

maintenance of law and order. 

15 Chiang Kai-Shek resigned all offices. 

17 B.LS. renewed Hungarian credits. 

Japan suspended Gold Standard, 

22 Hoover Moratorium plan ratified by American Senate. 

23 Hungary declared transfer moratorium on foreign obligations other 

than League loan. 
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33 R^ort of Young Plan Advisory Committee. 

30 His Majesty’s Government invited Europe to Conference on 

Reparations and War Debts at Lausanne. 

Viceroy refused to discuss Ordinance with Gandhi, and made firm 
pronouncement on maintenance of law and order. 

31 December Index of wholesale prices in U.K, showed decline of 

3*6 per cent, on December 1930. 

1932. 

January, 

I Lyons Government in Australia, following Labour defeat at General 
Election. 

4 Exhibition of French Art opened in London. 

Arrest of Gandhi. 

Treaty of Friendship between Greece and Poland. 

6 Conference of Scandinavian Ministers on currency and tariff policy. 

8 Bulgaria announced impending default on foreign obligations. 

9 Austria announced impending default on short-term credits and 

asked creditors to negotiate on new basis, 

11 Bulgaria appealed to the League for financial assistance. 

“ Great oner of ^ 55 *^^ stock of silks. ... In view of the future 
rise in these speciality productions . . . etc.” (Advertisement 
in The Times.) 

12 Resignation of Laval Government in France. 

13 Norway increased customs duties. 

19 German Decree authorizing surtax on imp('>rts from countries with 
depreciated currencies. Tariff increases where compatible 
with treaty obligations. 

21 Non-aggrcssion Pact between U.S.S.R. and Finland. 

Tardicu Government m France. 

22 ” The Agreement to Differ ” with regard to fiscal policy made by 

the National Government. 

29 New South Wales again defaulted on interest-payment. 

China appealed to the League. 

February. 

1 Bank of England repaid £30 million of Franco- American credits, 
Japanese warship bombarded Nanking. 

2 Disarmament Conference opened at Geneva. 

China accepted, Japan refused, British and American proposals for 
peaceful settlement. 

7 Oslo Agreement came into force — Scandinavia, Holland, Belgium, 

ana Luxembourg. 

9 Australian Government assumed New South Wales liabilities. 

Assassination of Mr. Inouye. yapan.) 

12 Import Duties Bill introduced in United Kingdom. 

16 General Election in Irish Free State. Victory of de Valera. 
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London bank rate reduced from 6 to 5 per cent. 

T 9 Lytton Commission reached Tokyo. 

20 General Blecdon in Japan, Victory of Seiyukai Party. 

22 Reorganization of German banks with State aid announced. 

25 New York bank rate reduced from 3 J to 3 per cent. 

26 Glass-Steagal Act passed U.S.A. (Credit expansion policy.) 

29 “ All Manchuria Convention ” made Mr. Pu Yi provisional 
President. 

March. 

1 British Import Duties Act passed February 29th, and became 
operative as from March ist. 

3 Germany announced repayment of 10 per cent, of B.I. S. .and Central 

Baiik credits. 

4 Treasury repaid ^4^ million of Franco-Amcrican bank credits. 

Stcrling-doDar rate : 3-51. 

5 French Memorandum on economic and financial reconstruction of 

Central and Eastern Europe. 

7 Death of M. Briand. 

8 New German tariff : heavy increases in certain duties. 

9 State of “ Manchukuo ** inaugurated. 

10 London bank rate reduced from 5 to 4 per cent. 

11 League Assembly passed resolution refusing to recognize Man- 

chukuo. Committee of Nineteen appointed. 

12 Suicide of Ivar Krcuger : collapse of Kreuger securities 

13 Presidential Election in Germany. Hitler polled 11-3 million, 

Hindenburg 18 -6 million, votes. 

16 Suspension of payment of Irish bnd annuities. 

Hnandal concessions to Bulgaria. 

19 Sydney Harbour Bridge opened. 

23 Additional import duties in South Africa, 

27 His Majesty*s Government convened Four-Power Conference to 

discuss Danubian Plan. 

29 Treasury to repay balance of Franco-Amcrican credits. 

30 Additional taxation approved in U.S.A. 

31 Piaance accounts (U.K.) for 1931-32 showed surplus of j[,}64^ooo. 
April. 

6-7 Four-Power Danubian Conference failed. 

14 Federal Reserve Banks to begin expansion by purchase of Govern- 

ment bonds. 

15 Greece announced impending default on external debt, faihng 

Bnanctal assistance. 

19 Bridih Budget for 1932-33 introduced. 

Gold Stand^d suspended in Chile. 

20 Bill abolishing Oath of Allegiance introduced in the Dail. 
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21 Treasury ordered additional import duties. London bank rate 

reduced from 3 J to 3 per cent. 

24 Elections for Prussian Diet. Nazis : 162 out of 422 scats. 

25 Greece left Gold Standard and introduced exchange restrictions. 
Exchange Equalization Fund established. 

26 Disarmament Conference adjourned after adopting resolution on 

qualitative disarmament. 

May, 

I-S General Election in France. Radical and Socialist victory* 

<5 Assassination of President Doumcr, M. Lebrun elected (loth). 

7 Death of M. Albert Thomas. 

9 Little Entente Convention renewing treaty of defensive alliance. 

Austria appealed to the League for financial hclp. 

9~I2 Meeting of Reichstag. 

14 Last broadcast from Savoy Hill. 

Peru left the Gold Standard. 

15 Assassination of Japanese Prime Mmister* Mr. Inukai. 

19 Bank of England headed syndicate to take over about £;7 million 

of assets of Anglo-South American Bank in nitrate industry. 

20 Formation of Dollfuss Government in Austria. 

22 Miss Earhart flew the Atlantic, solo, in 13 J hours. 

23 Austria to declare transfer moratorium, 

26 Japanese Government formed under Admiral Saito and General 
Araki. 

30 Resignation of Briining Government over Emergency Decrees. 

Von Papen in office, 

31 President Hoover appealed for immediate tax measures to balance 

budget. 

June. 

4 Dissolution of the Reichstag. 

Hernot Cabinet in France. 

Lytton Committee left Manchuria after six weeks’ visit. 

Revolution in Chile. 

House of Representatives passed Tax Bill. 

6 All banks closed in Chile. U.S. Senate passed Tax Bill. 

8 Mr. Stimson announced that U.S. was opposed to debt cancellation 

and was not concerned with Reparations. 

14 Gcnnan Decree imposed further curs in unemployment pay and 
pensions, and raised further levy on salaries. 

16 Opening of Lausanne Conference on Reparations and War Debts, 

17 Counter-revolution in Chile. 

20 Customs Convention at Ouchy, (Holland, Belgium and Luxem- 
bourg.) 

22 Partial moratorium on foreign transfers from Austria. 

Disarmament Conference (General Commission) reassembled. 
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fum. 

*3 M^otiatiom for International loan for Austria. 

Z4. Heavy run on Chicago banks, 

30 Treasury Ban on new issues pending War Loan Con'version. 

July. 

t U,S, Budget deficit 1931-32 : 2885 million dollars. 

2 ** Gcntleman*s Agreement ” between United KingdoVm, Prance, 
Belgium and Italy on ratification of Lausanne Agrce?ncnts. 

4 Lytton Committee revisited Japan. 

5 League Council resolved to convene monetary and cc'onomic 

conference. c 

8 Lausanne Reparations and War Debts Agreement signed. 

9 Separatist rising in San Paulo State, Brazil- t 

13 Consultative Pact ** on European Co-operation between U nited 
Kingdom and France. (Subsequently joined by sbittcen 
countries.) 

15 League loan to Austria of 300 million schillings approved. ^ 

20 per cent, import duty on two-thirds of Irish Free State exp orts 
to United Kingdom. 

16 French Treasury authorized to borrow 2000 million francs. 

18 Turkey admitted to League of Nations. 

Norwegian-Danish dispute over S.E. Greenland referred to 
Permanent Court. > 

21 Imperial Conference at Ottawa opened, 

22 World price for copper reached low record of 4 40 cents. 

23 Session of Disarmament Conference closed (conclusion of h he 

First Phase). 

25 Non-aggression Pact between U.S.S.R. and Poland. 

26 Gcncr^ von Schleicher demanded at Geneva equality of status fc 't 

Germany. 

30 German General Elections. Nazis won 229 scats ; Socialists 132 ; 
Communists 88. No clear majority. 

Fighting between Bolivia and Paraguay broke our again. 

August, 

12 Poland signed Agreement discontinuing boycott of Daimg. 

17 Professor Piccard of Belgium made bdloon ascent into the strato- ■ 

sphere — altitude of 16,700 metres. 

19 96" in the shade in London. 

20 Sterling-doUar rate : 3-57. 

Ottawa Conference ended. Empire Trade Agreements signed. 

27 Final Session of Agrarian Conference at Warsaw, 

28 Publication of German economic plan, 

%o £1^ million 4} per cent. War Loan, and ^140 million 4J per cent. 
Treasury B^ds to be repaid on December ist. 
j^ceting of Reichstag, Clara Zetfan (aged seventy-five) took the 
Chiir. 
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September. 

I Sterling*^clolIar rate : 3*47. 

3 Telccommumcation Conference opened at Madrid. 

5 Stresa Conference on Eastern Europe opened. 

Hindenburg’s Emergency Economic Decree. 

1% Dissolution of Rcicfctag. 

14 Germany announced withdrawal from Disarmament Conference. 

15 Treaty between Japan and Manchukuo. 

16 French War Loan Conversion annoimced. 

21 Bureau of Disarmament Conference met. 

22 Berlin bank rate reduced from 5 to 4 per cent. 

25 Greek General Elections. 

28 Resignation of Free-Trade Ministers in United Kingdom. 

October, 

1 Partial removal of Ban on Capital Issues in Great Britain. 

2 Publication of the Lytton Report. 

3 Suppression of Separatist movement in Brazil. 

Iraq admitted to the League of Nations. 

4 Australian Conversion Loan issued. 

Papal Legate expelled from Mexico. 

11 Issue of X150 million 2 per cent. Treasury Bonds, 1935-38. 

12 Publication of Ottawa Agreements. 

17 His Majesty’s Government denounced Russian Trade Agreement. 

18 His Majesty’s Government invited Scandinavian countries to trade 

negotiations. 

20 U. S. price of steel rails reduced to 40 dollars per ton — first reduction 
for ten years. 

21-26 Third Balkan Conference at Bucharest. 

25 Bulgaria withdrew from Balkan Conference. 

30 Resignation of M. Venizelos from Greek Premiership. 

31 First Session of Preparatory (fommission for Economic Conference 

began. 

November. 

I Stcrling-dollar rate ; 3 *30. 

Parliamentary Agricultural Committee pressed for immediate 
assistance for British farmers. 

3 Issue of jQsoo million 3 per cent. Conversion Loan. 

4 Tsaldaris Government in Greece. 

6 German General Elections. Nazis won 196 seats ; Socialists 121 ; 

Communists 100. 

7 Report of Unemployment Commission published. 

8 U.S. Presidential Elections. Victory for Mr. Roosevelt. 

10 Exchange of Notes concerning War Debts between debtor countries 
and U.S.A. 

15 Signature of Ottawa Agrtxmcms Act, and issue of Treasury Order. 
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Miwmher. 

17 Tliir<l lTi<lia Round Table Conference met. 

Resignation of Papcn-Schlcicher Government in Germany. 

21 Hitler refused to accept CbancellorsKip of Germany. 

Persia annuDcd Anglo-Pcrsian Oil Concession. 

^3 U.S.A. refused postponement of December War Debt payments. 

20 Non-aggression Treat}' between France and U.S.S.R. 

December. 

X Stcrling-doUar rate : 3-22. 

Repayment of ^165 million unassented 5 per cent. War Loan; 
^128 million per cent. War Loan and ;£i40*4 million 4J 
per cent. Treasury Bonds. 

4 Schleicher Government in Germany. 

6-9 Session of the Reichstag. 

7 President Hoover in message to Congress anticipated budget deficit 
of 1142 million dollars. 

11 Five-Power Declaration on German equality of status. Return of 

Germany to the Disarmament Conference. 

12 Re>-cstablishmcnt of diplomatic relations between U.S.S.R. and 

China. 

14 Herriot Government defeated on motion to pay War Debts. 

Succeeded by M. Paul-Boncour. 

Disarmament Conference adjourned. 

Anglo-Pcrsian oil dispute referred by Great Britain to the League 
of Nations. 

15 U.K. and Italy and four other countries made payments on War 

Debt account to U.S.A. ; France, Belgium and three other 
countries defaulted. 

20 Bolivia and Paraguay both refused convention for settlement of 
Chaco dispute proposed by League Council. 

24 Third India Round Tame Conference ended. 

28 Soudi Africa left the Gold Standard. 

31 Comfdction of First Five-Year Plan in U.S.S.R. 

1933 - 

January. 

2 New Government established in Nicaragua. Withdrawal of U.S. 
forces. 

4 Colombia-Pcru dispute began. Colombia submitted Memorandum 
to the League. 

7 Italo-Rumanian Treaty of Friendship renewed. 

8 Hirtenberg affair. Alleged smuggling of arms from Italy to 

Hungary and Austria. 

9 Anarchist rising in Spain. 

to Dutch producers agreed to a Tea Restriction Scheme. 
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1933 - 

Jammy, 

U-25 Intematioiul Labour Conference to consider a forty-hour week. 

12 Programme of Russian Second Five-Year Plan announced. 

13 Congress overrode President Hoover's veto to Philippine In- 

dependence Bill — which became law. 

16 Vcnizclos Government in Greece. (Defeated in Elections on 

March 5th.) 

19 Preparatory Commission for World Economic Conference issued 

agenda. 

New Zealand exchange premium raised from 10 to 25 per cent, on 
sterling. 

20 War Debts conversations began between U.S.A. and creditor 

countries. 

24 Irish Free State Elections. Increased majority for de Valera. 

28 Fall of Schleicher Government in Germany. Nazi-Nationalist 

Coalition under Hitler. 

29 Paul-Boncour Government defeated on budget. Daladicr Govern- 

ment formed. 

30 Herr Hitler Chancellor of Germany. 

February. 

2 Disarmament Conference reopened. 

5 Martial Law in Rumania following riots in oil fields. 

6 Amendment of U.S. Constitution re “ lame duck *’ sessions of 

Congress. 

Prussian Government dismissed. Powers vested in Reichskom- 
missar. 

9 Increase in German tariff on imported cattle and meat. 

14-16 Little Entente Conference. Statute passed providing for 
common foreign policy and permanent Council and Secretariat. 

14 Banking holiday declared in Southern Michigan. Beginning of 

Middle-West panic. 

Diplomatic relations between Peru and Colombia severed. Failure 
of attempts to mediate. 

17 Standstill Agreement on German short-term debt renewed. 

20 Federal Reserve Bank took action to strengthen reserves of weak 

banks. 

21 New Little Entente Agreement. 

22 Sir Malcolm Campbell created new speed record of over 272 m.p.h, 

at Daytona Beach. 

23 Japanese advance on Jehol following Ultimatum to China. 
Coalition Government in South Africa. 

Emergency banking legislation in two American States. Federal 
Reserve lost 82 million dollars of gold in the week. 

24 League Assembly adopted recommendations of Lytton Report. 

Japan left the meeting. 

25 Emergency banking legislation in seven more American States. 
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3 bs Britisk Metnorandum to League on tke supply of arxus to Bolivia 
and Paraguay. 

37 Rekkstag Fire. Reprisals against Socialist and Communist Parties. 
27-^Mmch 14 U.K. embargo on export of arms to China and Japan. 

March, 

I Japan signified her intention of continuing to attend Disarmament 
Conference. 

Banking holiday in three American States. 

Since December 15th. 1931, Bank of England had bought 
nuUion of gold. 

3 Banking holiday in eight more American States. Closing of San 
Francisco Stock Exchange and Ne>v Orleans Cotton Exchange. 
The week’s gold losjses ~ 116 million dollars. 

3 Moratoria enacted in thirty-seven States in U.S.A. 

4 Inauguration of President Roosevelt. Banking holiday in New 

York and Illinois. American Financial System at a standstill. 
Dealings in dollars suspended and bullion market closed in 
London. Exchange debugs suspended in Tokyo. 

5 Japanese troops reached the Great Wall. 

6 German Elections. Nazi gains. Government victory. 

Mr. Roosevelt declared three days* banking holiday. 

6-9 Rcichskommissars took over Government of German States. 

9 Mr. Roosevelt’s proposals to Congress. Sound banks to be re- 
opened ; dictatorial powers for the Executive. 

10 Disannament Conference discussed Soviet Proposal re defining 

aggressor. 

Banking Bill signed in U.S.A. in support of the Emergency Decrees. 

11 Return of gold to Federal Reserve Banks from hoards : 200 million 

dollars in three days. 

1 3 Arrest of six employees of Metropolitan- Vickers in Russia. 

400 banks reopened in twelve Federal Reserve Districts. 

14 looo Americaii banks reopened. 

15 League Advisory Committee on Sino-japanesc dispute to investigate 

arms embargo and maintenance of non-recognition of Man- 
chukuo.” 

16 Mr. MacDonald laid new British Disarmament Plan before Disarma- 

ment Conference. 

Dr. Scbacht President of the Reichsbank. 

17 India “ White Paper ** on Constitutional Reform issued. 

1 8 Aimotinceineot of Signor Mussolini’s Four-Power Pact proposals. 

30 Bconomy Bill in U.S.A. signed by the President. 500 million 

dollar cuts in Veterans* Pensions and Federal Salaries. 

Export of gold from U.S.A. prohibited. 

Argentine oWJTcncy to be pegged to firanc instead of dollar. 
Ho^g-Slnuts Coalition Government formed in South Africa. 
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March. 

21 Inaugurationi of New German Reichstag at Potsdam. 

24 President Hindenburg signed Enabling Bill giving Herr Hitler 
dictatorial powers for four years. 

27 Japan gave formal notice of her withdrawal from the League of 
Nations. 

April. 

3 Automatic Traffic Control inaugurated in Trafalgar Square, 

5 Permanent Court gave Judgment in Norwegian^Danish dispute. 
6->I4 League of Nations financial exj^rts visited Bulgaria. 

8 Dispute between ** Manchukuo ^ and U.S.S.R. over Chinese 
Eastern Railway began. 

German legislation on Nazification and Aryanizing of the Civil 
Service. 

10 New air-speed record of 423 m.p.h. set up by member of the Italian 
Air Force. 

12 New Constitution in Portugal. Corporate State established. 

12-18 Metropolitan- Vickers trial in Moscow. Two Englishmen 
sentenced. 

17 Fighting between Colombia and Peru. 

18 Norway and Denmark withdrew proceedings in S.E. Greenland 

case. 

19 Trade War between U.S.S.R. and United Kingdom began. 

21-26 Mr. MacDonald and M. Herriot visited President Roosevelt 

with regard to Economic Conference. 

23 Turko-Bulgarian Neutrality Treaty renewed for five years. 

24 Anglo-Danish Trade Agreement. 

35 Rooscvclt-MacDonald Statement on War Debts issued. 

27 Incorporation of Stahlhclm in Nazi organization. 

Anglo-German Trade Agreement. 

30 Agreement berween Persia and Anglo-Persian Oil Company after 
League mediation. 

May. 

2 Soviet Ambassador to China appointed. 

Nazis took over German Trade Unions. 

U.S.S.R. offered to sell Chinese Eastern Railway to Japan. 

2-27 Representatives of nine countries visited Mr. Roosevelt re 
Economic Conference. 

8 Anglo-Argendnc Trade Agreement. 

10 Paraguay declared that a state of war with Bolivia existed. 

12 Nazi Storm Troops and police occupied Trade Union headquarters 
in Danzig. 

Tariff truce proposal adopted by eight (subsequently forty-six) 
countries. 

15 Anglo-Swedish and Anglo-Norwegian Trade Agreements. 

Coi^scation of property of Social Democrats and Reichsbanner. 
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1933. 

May. 

15 German Nazi <ielegation ordered to leave Aujstria. 

Chaco dispute. Leagpoe recommended arbitration and dispatch 
of Commission of In4uiry. Paraguay accepted, Bolivia 
refused. 

id Joint Select Committee on Indian Constitutional Reform met. 
President Roosevelt’s Message to the Nations at the Disarmament 
Conference. 

17 Hitler’s pacific speech on Disarmament and Foreign Policy. 

^5 Peru and Colombia accepted League Commission. 

26 Austrian Communist Party dissolved, 

28 Nazi victory in Danzig Election. 

29 German Government imposed fee of 1000 marks on all tourist 

visas for Austria, 

Sixth Conference of Institutions for the Scientific Study of Inter- 
national Relations held in London, 

30 Agricultural Marketing Bill passed. 

31 Armistice between China and Japan. Japan had advanced south of 

the Great Wall and was threatening Peking. 

June. 

I little Entente Conference at Prague. Permanent Economic 
Council established. 

2-6 Dr. Dollfuss visited Rome. Concordat with Vatican. Con- 
versations with Mussolini. 

4 American loan to China for purchase of American cotton and flour. 
4-6 Conference of Agrarian States at Bucharest. 

5 Resolution repealing gold clause in public and private obligations 

in U.S.A. became law. 

8 Disarmament Conference adopted British Draft as basis of dis- 

cussion. 

9 Transfer Moratorium on all German pa)mcnts not covered by 

' standstill agreement. Fifty per cent, of interest to be paid in 
scrip, 

11 Nazi agitators in Austria arrested. Brown Houses dosed. 

12 Opening of World Economic Conference in London, 

13-14 Anglo-American correspondence with regard to roken payment 
on War Debts. 

14 Herr Habicht, Nazi State Inspector for Austria, expelled from 

Austria. 

15 France and five other countries defaulted on War Debt payments : 

Great Britain and four other countries made token payments : 
Finland paid in full. 

19 Nazi activities in Austria banned. 

22 Nazis dissolved German .Social Democratic Party. 

27 Restgmtion of Herr Hugenberg. Dissolution of German 

Nationalists and Bavarian People’s Party, 
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June, 

28 China asked the League for a liaison officer to assist her in recon- 

struction period. 

Esthonia left tnc Gold Standard. 

29 Disarmament Conference adioumed. 

July. 

1 London Passenger Transport Board began operations. 

M. Avcnol took office as Secretary-General of the League. 

Release of Vickers’s employees. Anglo-Russian Trade War ended. 
3 President of Danzig visitca Warsaw. 

Eight-Power Convention on definition of aggression signed in 
London. (Subsequently signed by Little Entente.) 

League decided to appoint Commission of Inquiry into Chaco 
dispute. 

President Roosevelt rejected stabilization proposals of World 
Economic Conference. 

5 The Four-Power Pact signed. 

Herr Habicht began broadcast war on Austria from Munich. 
Non-aggression Pact between Latvia and U.S.S.R. 

10 Mr. Henderson began series of diplomatic visits with regard to 
Dis.armamcnt. 

18 League appointed technical agent in China. 

20 Concordat between Germany and the Vatican. 

Proclamation as to date of Saar Plebiscite. 

21 Road and Rad Traffic Bill passed. 

26 World’s largest dr}' dock opened by His Majesty the King at 

Southampton. 

Silver Agreement signed by eight interested countries. 

27 Declaration of Empire moneury and economic policy signed. 
Adjournment of World Economic Conference. 

Att<s;ust. 

2 Moyne Committee's Report on Housing issued. 

3 General Strike in Cuba. 

5 Poland and Danzig signed Agreement re use of Danzig Harbour. 

7 Franco-British representations to Germany about Nazi activities in 
Austria. 

10 International loan to Austria. 

1 1 Military coup d'etat in Cuba. Dr. de Cespedes succeeded President 

Machado. 

1 4-26 Fifth Conference of Institute of Pacific Relations met at Banff, 
Canada. 

15 Transfer of all Government Debt suspended in Rumania. Protest 
by United Kingdom and France. 

17 Assyrian Patriarch appealed to the League about alleged massacres 
by Iraqis. 

25 Wheat Agreement signed, regulating the export of wheat. 
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z Non^ggitasion Pact between Italy and U.S.S.R. 

4 Revolution in Cuba. Army rank and ^e and students established 

Executive Commission. 

5 Thirty U.S. warships ordered to Cuban waters. 

8 Death of King Fcisal of Iraq. Succeeded by Amir Ghazi. 
lo Dr. San Martin President of Cuba. 

11-24 British Commonwealth Relations Conference at Ottawa. 

14 Friendship and Cenoperation Pact between Greece and Turkey. 

18 Diplomatic Conversations on Disarmament at Paris, London and 

Geneva. 

21 Rekhscag Trial opened. 

Cabinet reconstruction in Austrb. Dictatorship of Dr. Dollfuss. 

22 Polish Prime Minister visited Warsaw. 

25 Argentina returned to the League. 

29 Fitting between police and Communists in Havana. 
Anglo-Finnish Trade Agreement. 

30 The Empire Marketing Board was wound up. 

October. 

1 Soviet balloon ascended 19,000 metres (nearly 12 miles) into the 

stratosphere. 

2 Government attack on Army Officers in National Hotel, Havana. 

3 Attempt to assassinate Dr. Dollfuss. 

Kings of Bulgaria and Jugoslavia met at Varna. 

9 Dissolution of Spanish Consatuent Assembly. 

10 Further Diplomatic Conversations on Disarmament. 

South American Anti- War Pact signed. 

11 League Assembly passed resolution on assistance to Jewish and other 

refugees from Germany. 

14 Sir John Simon’s statement at mectmg of the Bureau of the 
Disarmament Conference, on results of Disarmament Con- 
versations. Germany announced withdrawal from the Con- 
ference and from the League. 

League Commission set up on settlement of Assyrians outside Iraq. 
17 Turko-Rumanun Treaty of Friendship. 

19 League Commis.sion left for the Chaco. 

Germany formally gave notice of withdrawal from the League. 

22 Hungary and Turkey renewed Arbitration Treaty for five years. 

24 Resignation of Daladicr Government. (M. Sarraut took office on 
the 27th.) 

26 Rumanian settlement with bondholders’ assoaaaons. 

27-29 Rioting in Palestine. 

November. 

a Covemm^ Commission of Saar issued Decree to prevent Nazi 
inriimdation. 
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N<?i?emkr. 

z Danzig autliontics ordered all police to become Nazis. Protest by 
League High Commissioner. 

3 Japan withdrew from demilitarized zone south of Great Wall. 

5 Repeal of Eighteenth (Prohibition) Amendment to U.S. Con- 
stitution. 

5-*il Fourth Balkan Conference at Salonika. 

8 Assassination of King Nadir Shah of Afghanistan. 

9 Seventh Pan-American Conference at Montevideo. 

12 Plebiscite on foreign poUcy in Germany. 89 9 per cent, in favour 
of Government. 

16 Franco-Syrian Treaty of Friendship signed. 

U.S.S.R. recognized by U.S. A. Ambassadors appointed. 

19 General Election in Spain : gains for parties of Right. Lerroux 
Government. 

24 Sarraut Government resigned. Chautemps Government formed. 

25 Syrian Chamber rejected Treaty. Chamber dissolved. 

27 Treaty of Friendship between Turkey and Jugoslavia. 

Decemher. 

5-7 Inconclusive negotiations between Germany and foreign bond- 
holders. 

7 Report of the Chamber of Shipping on the distressed state of the 

industry. 

8 Paraguayan victory at Fort Ahhuata. 

10-13 King and Queen of Bulgaria visited Belgrade. 

1 5 After exchange of Notes Great Britain made further token payment 
to U.S.A. (Five defaults, five tokens and one full.) 

18 Amiounceracnt that C^rmany would only transfer 30 per cent. 

of interest on loans (except Young, Dawes and Potash). 

19 Armistice in Chaco following mediation of Pan-American Con- 

ference. 

20 Rumanian General Elections : Liberal victory. 

23 The worst railway disaster in French history occurred at Lagny: 
200 killed, 

Reichstag Trial ended. Van de Lubbe condemned to death. 

26 Pan- American Conference advised Boh via and Paraguay to accept 

League mediation. 

29 Assassination of M. Duca, Premier of Rumania, by member of 
Iron Guard (Fascists). 

31 Cuban Government defaulted on public works* obligations con- 
tracted by President Machado. 


1934 - 

January. 

3 Resignation of M. Angelcscu, Premier of Rumania. M. Tatarcscu 
appointed. 
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Jmuirf. 

B E^um{>ttoni of hostilities bcmccn Bolivia aiwi Paraguay. 

9 Bcouomic Conference of Lirtic Bntence opened at Prague. 

Turkey : ** Five-Year Plan ** approved by Council of Ministers, 
Suicide of Stavisky. Resignation of M. Dalimicr. 

10 Execution of Van dc Lubbe. 

15 Serious earthquake in Bihar. 

17 “ Purge ** of the Russian Communist Party completed. Over 
300,000 members and probationers expelled (15*6 per cent.), 
Germany and Poland signed ten-year Peace Pact. 

28 Resi^ation of M. Chaucenips over Stavisky ease. M. Daladicr 
formed Government. 

30 Bill for reform of the Reich approved by the Reichstag. 

Hitler’s first amiivcrsary speech. 

New altitude record of 68,000 feet set up by Soviet stratosphere 
balloon. Crew of three killed. 

3T President Roosevelt signed Proclamation fixing weight of gold 
dollar at 59 per cent, of its former weight. 

February. 

6 Mr. Eden’s tour to European capitals to discuss Disarmament. 

6-9 Rioting in Paris. Resignation of M. Daladicr. 

9 M, Doumerguc formed National Union Government. M. Barthou 
Foreign Minister. 

Greece, Rumania, Jugoslavia and Turkey signed Balkan Pact. 
(Security of frontiers and closer economic co-ojxTation.) 

12 Three days’ Civil War in Vienna between Fascist Heirnwchr and 
Socialists. Socialist Party dissolved. 

16 Trade Agreement between Great Britain and U.S.S.R. 

German ** standstill ” agreement on short-term debts extended for 
one year. 

17 Joint declaration on Austrian Independence by Great Britain, 

France and Italy. 

18 King Albert of the Belgians killed by a fail while chmbing. 

23 King Leopold III of Belgium took the Oath, 

March. 

X Pu Yi enthroned as Emperor of Manchukuo. 

2 Air Estimates issued. Net increase of ;£ 13 5,000 on last year. 

6 Naval Estimates issued. Net increase of /2, 980, 000 on last year, 

8 Army Estimates issued. Net increase of 2 1,650,000 on last year. 
14-17 Visit to Rome of Herr DoUfuss and General Combos. Signature 
of three-power consultative pact. 

19 Number of registered Unemployed decreased by 600,000 smcc 

September 1931. 

24 Non - aggression Convention between U.S.S.R. and Turkey 

si^ed. 
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March. 

%•} Pubiicadon of German Budget. Large mcrcaics in Defence and 
Air Ministry Estimates. 

a8 North Atlantic Shipping Bill ret^ived the Royal Assent. (Enabling 
work to be continued on the Queen Mary.) 

April. 

3 Leticia dispute between Peru and Colombia : fighting resumed. 

17 Budget ititrodiiccd. Surplus of 100,000. Restoration of 

many cuts, 6d. off the Income Tax. 

19 Commissioners appointed to inquire into possibilities of recon- 

struction in depressed areas. 

New Constitution for Uruguay approved. Dr. Gabriel Terra 
President. 

20 General Election in Uruguay. Government victory. 

General amnesty in Spain. 

23 Resignation of Senor Lerroux, Republican. Succeeded by Senor 

Samper, Radical. (Spain.) 

27 Pan-American Anti-War Pact signed. 

30 Corporative State formed in Austria. Parliament sat for the last 

rime. 

May. 

8 Attempted assassination of Governor of Bengal at Darjeeling. 

12 Report of the League of Nations* Chaco Commission published. 

1 5 Unemployment Bill passed Third Reading in House of Commons. 
19 Coup a*^tat in Bulgaria. Parliament dissolved ; military dictatorship 
set up. 

24 Professor Masaryk re-elected President of Czechoslovakia. 
Agreement between Colombia and Peru signed. 

25 Bill for the abolition of the Senate passed in the Dail. 

29 New Session of Disarmament Conference opened. 

31 French bank rate reduced from 3 to 2J per cent. 

June. 

6 Fusion of South African and Nationalist Parties announced. 

9 Recognition of Soviet Russia by Permanent Council of little 

Entente announced. 

11 Disarmament Conference adjourned. 

12 South African Status Bill submitted for His Majesty’s signature. 

14 Germany announced six months’ default on medium and long-term 
foreign obligations, beginning on July ist. 

Meeting in Venice between Signor Mussolini and Herr Hitler. 

18 Visit of M. Barthou to Bucharest and Belgrade, to discuss proposed 

Eastern Pact. 

21 10,187,000 employed persons; highest figure since 1929* Increase 

of 570,000 in past year. 

26 Trade Treaty between United Kingdom and France signed. 
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June, 

39 Sir Htettry Betterton created Chairman of the new Unemployment 
AssBcancc Board. 

30 Hitler’s ** Pui^e ” of the Nazi Party. Official estimate : 77 victims, 

July, 

1 Amtrian Republic became the Federal State of Austria. 

3 Announcement of the Government’s proposal to subsidize Tramp 
Shipping for one year, and of the “ serdp and build ” scheme. 

6 Death of Madame Curie. 

Trade Agreement between Great Britain and Lithuania signed. 

10 Ogpu superseded by new “ Commissariat of Internal Affairs,” 

11 Reconstruction of Dollfuss Cabinet. 

Trade Agreement between Great Britain and Esthonia signed. 

16 New Constitution promulgated in Brazil. Dr. Vargas elected 

Constitutional President. 

17 Trade Agreement between Great Britain and Latvia signed. 

18 Mersey Tunnel opened by the King. 

19 Mr, Baldwin announced the Government’s intention to increase the 

Royal Air Force. 

24 His Majesty’s Government agreed to enforce embargo on export 

of arms to Chaco belligerents. 

25 Nazi putsch in Austria. Murder of Dr. Dollfuss. Chancery seized. 
Bill subsidizing home beef-raisers up to million passed third 

reading. 

Announcement of Inland Air-Mail Services in Great Britain. 

27 Appointment of Herr von Papen as Minister Plenipotentiary in 

Vienna. 

28 Dismissal of Herr Habicht, Nazi Inspector for Austria. 

Death of Marshal Lyautcy. 

29 Dr. von Schuschnigg Chancellor of Austria. 

Auigust, 

2 Death of President Hindenburg. Herr Hitler decreed Fiihrcr and 

Chancellor. 

19 Plcbiscke in Germany : 89 per cent, majority in favour of Hitler’s 

assumption of office. 

20 U.S.A. became full member of International Labour Organization. 
Report of the Sea Fish Commission issued (re Herring Industry), 

21 Meeting between Signor Mussolini and Dr. Schuschnigg at Florence. 

29 Price of gold reached record figure of 140s. 3d. per mic oz. 

30 Dr. Schacht’s speech on new economic policy in Germany. 

Septemkr. 

4-11 National Socialist Party Congress at Nuremberg. Hidcr 
dedared that ” the Revolution is over.” 

8 Metre Castk fire disaster, 
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11 Germany rejected Eastern Locarno Pact. 

12 Poland rejected Eastern Locarno Pact. 

Baltic Pact (“Treaty of Understanding and Collaboration*^) 
signed by Estonia, Latvia and Lithuania. 

13 Polish declaration in League Assembly on question of Minorities. 
Wireless : new high-power long-wave station opened at Droirwich. 

1 5 General Election in Australia. Victory for Mr. Lyons and Dr. Page. 

16 Entry of Soviet Union into League of Nation^. 

1 8 Turkey denounced the Anglo-Turkisb CommcrcLil Treaty of 1930. 

21 Sale of Chinese Eastern Railway to Mancliukuo agreed to. 

22 Resignation of General O’Dudy from presidency of United Ireland 

Party and leadership of the Blue Shirts. 

Colliery disaster at Wrexham. Over 260 miners lost their lives. 

26 Launch of the Queen Mary, 

Afghanistan admitted to the League of Nations. 

28 Ecuador admitted to the League of Nations. 

3 0 Pact between J ugosla via and Bulgaria. 

October. 

I Resignation of Samper Government in Spain. (Lerroux Cabinet 
formed.) 

6-1 3 Socialist rising in Spain. Martial Law proclaimed. Rebellion 
in Cafalonia. 

9 Assassination of King Alexander of Jugoslavia and M. Barthou at 
Marseilles. 

12 Mr. Eden began a tour of the Northern European Capitals. 

15 Death of M. Poincar< 5 - 

18 Melbourne Centenary Celebrations. Duke of Gloucester present. 

19 Little Entente and Balkan Pact Countries demanded international 

action against terrorism. 

23 Three-Power Naval Conversations began in London. 

C, W. A. Scott and T. Campbell Black won the International 
England-Australia air race in 2 days, 22 hours, 58 mins. 

25 French State Railways’ Diesel-powered train attained speed of 
120 m.p.h. for four miles. 

31 Economic Conference ar Angora between Balkan States. 

Coalition Cabinet formed in Australia. 

Anglo-German Agreement (re German debts’ settlement) con- 
cluded. 

November. 

4 Pacific Ocean down for first time from West to East by Kingsford 
Smith and Tavlor. 

6 Resignation of Ychia Pasha C-abinet in Egypt. 

8 Rcsigmrion of M. Douraergue, M. Flandin formed Cabinet; 
M. Laval Foreign Minister. 
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Nommher. 

8 “OflPycar** Mections in U.S.A. Overwhelming victory foe 
President Roosevelt (Democrats). 

14 New Cabinet in Egypt; Ncssim Pasha Prime Minister. Con* 
stimeion abrogatca. 

16 Weekly air-mail service, Germany-South America. 
zo ** Disarmament Conference to-day went into liquidation {The 
Times). 

21 Report of Joint Select Committee on India issued. 

Z2 Jugoslav Memorandum on Marseilles murders presented to 
League Coundl, 

24 Special Assembly of League to discuss Chaco War. 

29 Marriage of the Duke of Kent and Princess Marina of Greece. 

30 White Paper on Shipping issued, re Subsidy, Commission and 

Government’s “ scrap and build ** scheme. 

December. 

5 New United Party of South Africa inaugurated at Congress of 

800 delegates at Bloemfontein. 

Sixty-six persons accused of anti-Soviet terrorist designs shot in 
Moscow and Leningrad. 

6 Votes for women in Turkey. 

7-10 Jugoslav-Hungarian dispute settled by League of Nations. 

8 First regular air-mail service to Australia. 

Decision of the League to invite contingents for an International 
Police Force to keep order in the Saar during the plebiscite. 

19 Three-Power Naval Conversations in London ended. 

20 India Bill introduced in House of Commons. 

21 New Coalition Government in Jugoslavia under M. Jevtirch. 

22 International Military Police Force assembled in the Saar under 

British Commander. 

29 Japan formally denounced the Washington Treaty. 

30 Twice-weekly air-mail service to South Africa and India started. 

1935. 

January. 

1 Fighting between Chinese communists and Government forces in 
Chahar. 

3 Abyssinia appealed to the League over frontier dispute with Italy. 
Anglo-Irish Coal and Cattle Agreement signed. 

4 Mr. Bennett outlined Canadian “ New Deal.” 

Roosevelt’s message to 74th Congress : social security plans. 

7 Franco-Italian Agreement signed in Rome. 

Roosevelt’s Budget message : anticipated deficit $4,528 million. 
II- 2 I 844 Session of League Council. 

13 Saar Plebiscite ; 90*35 per cent, vote for reunion with Germany 
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Jamery. 

14 British ro^ accidents 1934; killed 7,343 ; injured 131,608. 
Inauguration of Iraq pipe line to Hj^a and Tripolis. 

15 Rioting and unrest in Cuba : constitutional rights suspended. 

17 Social Security measures introduced in U.S. Congress. 

Zinoviev and Kamenev imprisoned for “ Trotskyist " activities. 
Teague agreed to return the Saar to Germany on March ist. 
Housing (Overcrowding) measures introduced in Parliament, 

18 League Council discussed Nazi activities in Danzig. 

Japanese troops entered demilitarized zone in Chahar. 

19 League Council adjourned consideration of Italo-Abyssinian dispute. 
24 Government of India Bill introduced. 

Chahar incident : fighting between Chinese and Japanese troops, 

28 Seventh All-Union Congress of Soviets opened. 

29 U.S. Senate rejected adherence to World Court. 

3 1 MM. Flandin and Laval arrived in London. 

February. 

2 Chahar incident ended : peace restored. 

3 Anglo-French Peace Plan issued. 

5 Mr. Pirow aimounced South African refusal to co-operate in 

general scheme for Imperial Defence. 

New Unemployment Assistance regulations suspended. 

6 All-Union Congress authorized drafting of democratic constitution 

for U.S.S.R. 

7 Indian Legislative Assembly voted against proposed Constitution. 
Failure of British pepper pool. 

8 Turkish General Elections : women voted for first time. 

U.S. proposals for spending $40 million on Pacific defences. 

II 35,000 Italian troops mobilized: first detachments of Blackshirts 
embarked for East Africa. 

13 Milk Marketing Reorganisation Commission appointed. 

14 German reply to Anglo-French Peace Plan: request for direct 

Anglo-German negotiations. 

Arms Traffic Committee of Disarmament Conference adopted 
American proposals as basis of discussion. 

18 Supreme Court upheld U.S. Government in Gold Clause cases. 
Royal Commission on Arms Traffic appointed. 

20 U.S.S.R. endorsed Anglo-French Peace Plan. 

Roosevelt asked for two years* extension of N.R.A. as from June 

1935* 

23 Paraguay announced withdrawal fi-om the League. 

27 Anglo-Polish trade agreement signed. 

March, 

i~ii Unsuccessful Naval and Military revolt in Greece: flight of 
Venizclos. 
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1 Th« Ssw fiarmally immed to Germany. 

2 Abdiadon of dbe King of Siam. 

4 First Bridsii Wlute Paper on Rearmament issued. 

5 French Government d^ded to lengthen period of military service. 
Herr Hitler postponed visit of British Ministers. 

9 Foreign Air attaches notified of creation of German Air Force. 
Labour vote of censure on Rearmament Policy defeated. 

12 Roosevelt attacked Utility Holding corporations. 

13 President Mendida established a dictatorship m Cuba. 

16 Hitler announced reintroduction of conscription aud raising of 

German army to 36 divisions, or 500,000 men. 

17 Abyssinia appealed to the League under Article XV. 

1 8 British note of protest to Germany. 

Financial crisis in Belgium : parti^ embargo on gold. 

19-25 Belgian Cabinet crisis : Van Zeeland’s Government of National 
Union formed. 

21 France appealed to the League against German rearmament: 

French and Italian notes to Germany. 

23 Mr. Eden’s visit to Paris. 

Ex-President Hoover attacked the New Deal. 

U.S.S.R. sold Chinese Eastern Railway to Manchukuo. 

25-26 Anglo-German conversations in Berlin. 

28 General dc Bono appointed Commander-iti-Chief in East Africa. 
28-3 1 Mr. Eden’s visit to Moscow. 

31 Devaluation of the belga by from 25 per cent, to 30 per cent. 

April. 

I- 3 Mr. Eden visited Warsaw. 

4 Mr. Eden visited Prague. 

7 Elections in Danzig : Nazis poll nearly 60 per cent. 

8 U.S. Work Relief Bill signed by President. 

9 Russo-German Trade Agreement: Soviet given large credits for 

five years. 

10 Manchukuo Oil Monopoly became effective. 

U.S.A. raised price of silver to 71 cents per ounce. 

II- 14 Great Britain, France and Italy in conference at Stresa. 

14 Italy agreed to submit Wal Wal dispute to arbitration. 

17 League Council adopted resolution of Stresa Powers on unilateral 
breaches of treaties and organization of Collective Security. 

19 Stresa Powers note to Lithuania on disturbances m Mcmcl, 

22 Resignation of Ibrashi Pasha, adviser to King of Egypt. 

24 Japanese Goodwill Mission visited Australia. 

New Polish Constitution : virtual dictatorship established. 

25 Germany notified U.K. of impending construction of twelve 

submarines. 

U.S.A. raised price of silver to 77*57 cents per ounce. 
ioSj. 



z6 NecnFagan meeting in Germany : Chrif tianity (jeeiared a dang^ t(> 
die unity of the people. 

27 Mexico withdrew silver from circulation. 

30 British Iron and Steel Federation joined European Steel Cartel. 

May. 

2 Franco-Soviet Pact of Mutual Assistance signed. 

5 ** Deaf and Dumb ** electiom in Jugoslavia : foreign reporters 

expelled. 

6 The Silver Jubilee of King George V. 

U.S. Supreme Court declared Railway Pensions Act unconsti- 
tutional. 

7 Further mobilization in Italy : 4000 workmen sent to East Africa, 
to M. Laval visited Warsaw. 

Balkan Entente Conference welcomed Franco-Soviet Pact. 

12 Death of Marshal Pilsudski. 

13-15 M. Laval visited Moscow. 

14 Plebiscite m Philippines resulted m favour of new constitution, 

U.S. Senate extended N.R.A. for ten months only. 

16 Czech-Soviet Pact of Mutual Assistance signed. 

20 Sudcrcndcutsche Party gamed forty-four seats at Czech elections. 

22 Mr. Baldwin announced that British first-line air strength would be 
1500 planes by 1937* 

25 German note to Powers on Locarno and the Franco-Soviet Pact. 

27 N.R.A. codes declared unconstitiition.!] by Supreme Court. 

27 Riots in Northern Rhodesia copper mines. 

3 1 Fall of Flandin Cabinet in France. 

Roosevelt stated Supreme Court interpreted the Constitution in 
terms of the “ horse and buggy ” days of 1789. 

The Quetta Earthquake. 

June, 

1-7 French Cabinet crisis : Laval Ministry formed. 

I Threatened strike in U.S. soft coal industry. 

3 New Coalition Government in Czechoslovakia: Sudeten Party 

excluded. 

5 Government of India Bill passed House of Commons. 

6 Privy Council upheld validity of Irish Act abolishing appeals to 

Judicial Committee. 

6 Italo-Abyssinian Conciliation Commission met m Milan. 

7 Cabinet reconstruction : Mr. Baldwin Prime Minister. 

9 Elections for Constituent Assembly in Greece. 

10 China accepted Japan's Six Demands: virtual withdrawal of 

Nanking authority from Hopei Province. 

11 U.S. Senate passed Utility Holding Companies Bill, 





Our Otim Times 


ms- 

June, 

12 Ck^co armistice signed 2t Buenos Aires. 

13 New Constitution promulgated in Cuba. 

14 Roosevelt signed N.R.A, Extension Bill : Coal strike postponed. 

18 Anglo-Oerman Naval Agreement: French note of protest (17th). 

19 Rooscvelfs message to Congress on increased taxation. 

24-2<S Mr. Eden visited Rome : exchange of East African territory 
proposed as solution of Abyssinian problem. 

25 Roosevelt signed Bill appropriating $460 milhon for U.S. Navy. 

26 Compulsory Labour Service introduced in Germany. 

Results of Peace Ballot declared in Great Britain. 

30 American fiscal year closed with a deficit of $3575 million. 

July. 

I Chaco Peace Conference opened at Buenos Aires. 

Greek Constituent Assembly met. 

4 The Emperor of Abyssinia appealed to the U.S.A. imdcr Kellogg 

Pact. 

5 Draft reform of the Spanish Constitution introduced. 

Roosevelt signed Wagner Labour Disputes Bill. 

8 German Naval Programme for 1935 announced : two battleships, 

two cruisen, sixteen destroyers and twenty-eight submarines. 

9 Breakdown of Italo-Abyssinian Conciliation Commission. 

10 Abyssinia demanded a meeting of the League Council. 

12 Belgium recognized Soviet Russia. 

13 U.S.A, signed twelve months’ trade treaty with Soviet Russia. 

16 Japanese surtax of 50 per cent, on Canadian goods : reply to anti- 

dumping duties. 

17 Twenty-eight Economy Decrees issued by French Cabinet. 

First Report of Commissioners for Distressed Areas pubUshed. 

19 Riots in Paris against wage cuts: 1500 arrests. 

Herr Kerri appointed Reich Minister for Church Affairs. 

22 Britain announced abandonment of ratio principle in future naval 
treaties. 

24 Government of India Bill passed House of Lords. 

25 Britain prohibited export of arms to Italy and Abyssinia. 

Seventh Comintern Congress met in Moscow. 

27 Bremen flag incident in New York harbour : Swastika flag insulted. 

August. 

1 Japanese Army purge resulted in transfer of 4700 officers. 

2 Government of India Act received Royal Assent. 

The Comintern Congress advocated formation of Popular Fronts 
against Fascism. 

5-9 Rioting against wage cuts in French dockyards. 

7 Mr. Stevens’ Reconstruction Party formed in Canada. 

ic>S6 



Selected Chr0n0t0gy 


ms- 

August. 

8 French Government issued 83 decrees for Economic Reconstruction. 
12 Abyssinia appealed to the League against arms embargo. 

Murder of General Nagata following Japanese army purge. 

Italian gold reserve fell by 266 million lire in ten days. 

14 Canadian Parliament dissolved. 

First British High Commissioner for Australia appointed, 

Roosevelt signed Social Security Bill. 

15 Congress passed Revenue Act : taxation of large incomes. 

15-18 Three-Power conversations in Paris on Abyssinian dispute broke 
down. 

16 One million men under arms in Italy. 

22 Social Credit League won Alberta Elections. 

23 Guffey Coal Act passed in U.S.A. 

U.S. Neutrahey Bill passed : President given powers rill March 1936 
to proliibit export of war materials. 

22-26 Bank, A. A. A. Amendment, and Utility Holding Companies 
Aas passed in U.S.A. 

30 Standard Oil Co. Concession in Abyssinia reported. 


September. 

2 Catholic clergy in Germany denounced Nazi religious policy. 

4 Paris conversations reported to League: Italian indictment of 
Abyssinia circulated. 

6 League appointed Committee of Five to report on Italo-Abyssinian 

dispute. 

Roosevelt announced “ breathing spell ’’ in New Deal. 

7 German protest to U.S.A. re “ Bremen ” incident. 

11 Sir S. Hoare’s speech to sixteenth League Assembly : British support 

of League Covenant : Empire solidarity, 

11-16 Nazi Party Rally at Nuremberg. 

12 Three Power Note to Lithuania demanding free elections to Mcmel 

Landtag. 

14 U.S. apology to Germany re “ Bremen *’ incident. 

15 Reichstag passed “ Nuremberg Laws *’ against the Jews and adopted 

the Swastika flag as sole emblem of the Reich. 

17 Wage cuts and economies in Holland to defend the guilder. 

18 Labour Party split over Collective Security: resignations of 

Sir Stafford Cripps and Lord Ponsonby. 

20-25 Cabinet crisis in Spain : Radical and C.E.D. A. Coalition formed. 
23 Report of the Committee of Five published : Abyssinia accepted, 
Italy rejected it. 

26 Card system of rationing for foodstuffs abolished in U.S.S.R. 

28 League Assembly adjourned sine die. 

29 Emperor of Abyssinia ordered general mobilization. 

German victory in Mcmel Elections. 

2 M 
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QcUihir* 

a National MolMlmticm in Italy* 

3 Italy declared war on Abyisinia : Adowa and Adigrat bombed, 

4 France agreed to support Britain in event of unprovoked attack in 

Mediterranean. 

$ President Roosevelt proclaimed arms embargo on Italy and 
Abyssinia* 

6 The Italians captured Adowa, 

7 The League Council declared Italy the aggressor in breach of the 

Covenant. 

League Assembly endorsed the verdict of the Coundl and decided 
to apply sanctions. 

10 Military coup d*itat in Greece ; decision to restore monarchy. 

II-I9 League Committee adopted five proposals for sanctions against 
Italy. 

13 Japanese militarists threatened to separate five northern provinces 

from Chinese Federation. 

14 Liberals won Canadian Elections : Mr. Mackenzie-King Premier. 

1 8 Army purge in Bulgaria : seventy-nine officers dismissed. 

13 Foreign policy debates in Parliament : solid support of League 
Policy. 

25 British Order in Council for enforcement of sanctions issued. 
Dissolution of the Parliament of 1931. 

26 Nadonal Government Election Manifesto: collective security as 

keystone of foreign policy. 

28 Chaco War officially ended. 

29 Japan’s fresh demands to China : extension of demilitarized zone : 

eradication of anti-Japanese movements : suppression of 
Communism. 

State of ** economic siege ** declared in Italy. 


Nopember, 

2 The League decided to enforce sanctions on November i8th: 

i, fifty nations agreed. 

The Canadian delegate proposed Oil Sanction. 

3 Greek plebiscite resulted in 97 per cent, vote for restoration of 

monarchy. 

Currency reform in China ; silver standard abandoned, 

6 Oil Sanctions agreed to in principle by League Committee. 

7 Sovict-Turkish Treaty of Friendship renewed for ten ycars. 

%x Italian protest against sanctions : counter-sanctions announced. 

13 Anti-British rioting in Cairo: Wafd demanded restoration of 
constitution. 

X4 General Elections in UX : National Govemment 431 seats: 
Opposition 184. 

15 New Pnihppinc Constitution in force. 





mh 

1$ Trade Treaty between U.S.A. and Canada signed. 

U.S. State Ekpartment announced that oil, copper, lorries and scrap* 
iron were war materials, whose abnormal export to Italy was ' 
contrary to U.S. neutrality policy. 

1 6 Recall of General dc Bono: Marshal Badoglio Comniandcr*in 
Chief- 

i8 Sanctions came into force. 

24-28 “ Communist ” revolt in Brazil. 

25 Return of King George U of Greece after twelve years* exile. 

26-30 Greek Cabinet crisis over King’s amnesty proposals: non- 

party ministry formed under M. Demerdjis. 

26 Nanking Government ordered suppression of Hopei autonomy 

movement : accepted Japan’s three-point basis of negotiations. 

27 Labour victory in New Zealand Elections. 

30 It was reported that Italy would consider Oil Sanctions as an 
“ unmcndly aa.” 


December. 

1 Political amnesties declared in Greece and Yugoslavia. 

2 Reich Church Committees set up in Germany. 

5 Mr. Savage formed Labour Government in New Zealand. 

6 Italians bombed the open town of Dessie. 

6- 12 Political crisis in Egypt : 1923 constitution restored. 

7- 8 Sir S. Hoare’s visit to Paris. 

8 Sino-Japanesc Agreement on status of North Chma. 

9 Hoare-Laval Plan published in France. 

The London Naval Conference opened. 

10 Hoare-Laval Plan hotly debated in the Commons. 

12 Agreement on TransatUnac Air Service between U.S.A., U.K., 
Canada and Irish Free State. 

14 President Masaryk of Czechoslovakia resigned: succeeded by 
M. Bencs. 

i6 Emperor of Abyssinia protested against the Peace Plan. 

18 Rcsignaoon of Sir S. Hoare : Mr. Eden Foreign Secretary. 
Hopei-Chakar Political Council inaugurated. 

Mussolini rejected Hoare-Laval Plan. 

19 Hoare-Laval Plan abandoned by League Council. 

21 Proposals for Palestine Legislative Council issued and rejected by 
Zionist Congress. 

French Army Service Law passed. 

Japancsc-Canadian Tariff war ended. 

Martial law in North China following demonstrations against 
“ autonomy.” 

London Naval Conference acyoumed. 

27 Uruguay severed diplomatic relations with Soviet Russia. 
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’Oecetnher, 

a8 Ftetudk debate on Hparc-Laval Han: M. Laval seemed vote of 
ccm£(ience. 

30 Great Britain and Egypt agreed to reopen 1^30 negotiations. 


1936. 

Jmuary. 

3 Road accidents in United Kingdom in 1936: 6521 killed, 218,798 
injured. 

President Roosevelt dcEned ** Good Neighbour policy in Message 
to Congress. 

6 yRiots in Venezuela : Constitution suspended. 

London Naval Conference reopened. 

President Roosevelt announced that Budget was in balance except 
for Relief expenditure. 

A.A.A. declared unconstitutional by U.S. Supreme Court. 

7 Amnesty for 20,000 political prisoners in Poland completed. 

Spanish Cortes dissolved. 

8 Report of League High Commissioner on Nazi activities in Danzig. 
Japanese demands presented to Hopei-Chahar Council. 

9 Report to League Council on future of Refugee Organizations. 

12 General Graziani began offensive in South Abyssinia. 

13 U.S. Supreme Court awarded refund of ;{^40 million processing 

taxes to rice millers of Louisiana. 

15 Japan withdrew from London Naval Conference. 

16 Spanish Popular Front programme issued. 

17 J^d of Stavisky Trial in France. 

“ We can well do without butter, but not without guns.” (Dr. 
Goebbcls.) 

20 Death of H.M. King George V. 

New State of Mei^kukuo established in Mongolia. 

21 Spanish Ministry denounced party violence. 

Chaco Peace Treaty signed by Bolivia and Paraguay. 

Resignation of Nessim Pasha : Cabinet crisis in Egypt. 

22 Proaamadon of King Edward VIII. 

22-28 French Cabinet crisis : M. Sarraut succeeded M. Laval. 

22 Technical Committee on Oil Sanctions appointed. 

24 Danzig accepted League Council’s recommendations. 

Threatened British Coal Strike averted. 

26 Greek General Elections : Vcnczclists 142 ; anti-Venezelists 143. 

27 President Roosevelt’s veto on Soldiers* Bonus Bill overriden. 

29 British Labour Executive refused aMiation with Communists. 

30 Customs and Salt Revenues in North China withheld &om Nanking 

Government. 

Neuttsal Cabinet in Egypt: delegation to negotiate widi United 
ICingdom appointed. 
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1936, 

Jamttry. 

3 1 10^ i;nilEoii lettors sent by Air Mail from United Kingdom in 193 5, 
a« against 6 million in 1934. 


Feinmry, 

1 Torgsin shops dosed in U.S.S.R. 

5 Colonics and Raw Materials debate in House of Commons. 

7 Rioting in Zanzibar : European official killed. 

1 1 Debate on ratificadon of Friico-Sovict Pact began in French Senate. 

12 Report of Technical Committee on Oil Sanctions issued. 

Colonial Secretary denied that Great Britain was considering sur- 
render of Mandates, Colonics, or Protectorates. 

Assault on L^on Blum, leader of French Socialists : dissolution of 
militant Leagues. 

14 Debate in House of Commons on Ministry of Defence. 

Report of the B.B.C. for 1935 i over 7,400,000 licences issued. 

16 General Elections in Spain: victory for Popular Front. 

16--19 Italian victory at Endcrta : capture of Amba Aradam. 

17 Military coup d'etat in Paraguay: Colonel Franco provisional 

President. 

T.V.A. upheld by U.S. Supreme Court. 

British banks arranged a £^40 million sterling credit to France. 

18 Nazi organizations banned in Switzerland. 

19 Azana (Republican) Cabinet formed m Spain with Socialist support. 

20 General Elections in Japan : Government failed to get clear majority. 
22 Amnesty and reinstatement for Spaniards involved in the 1934 

Rising amiounccd. 

24 Mr. Eden's speech in House of Commons on Sanctions and 

Collective Security. 

25 Military coup d*etat in Tokyo : four Ministers murdered. 

28 President Roosevelt demanded $1137 million additional revenue. 
Italian advance in Abyssinia : fall of Amba Alaji. 

29 U.S. Neutrality Act prolonged till May I937- 

March. 

2 Italian victory^ in Abyssinia : defeat of Ras Kassa in the Tembien. 
Anglo-Egyptian negotiations opened. 

3 British Wnite Paper on Rearmament issued. 

7 Rcoccupation of the Rhine zone. Hitler denounced Locarno 

Treaty. Dissolution of the Reichstag. 

8 France and Belgium appealed to the League re Locarno violation. 

9 Debate on Foreign Policy and Defence : increase of ^34 million 

in Defence Estimates. 

10 Meeting of Locarno Powers in Paris. 

13 Sir T. inskip Minister for Co-ordination of Defence. 

14 League Council met in London : German delegation invited. 
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Monk. 

1 8 Rootevek adced Congms for addniimal Sx50o m^ioo fer Rdief 

prbjects. 

19 League Couiicil 4 edared Gcnmny guilty of breach of Locarno 

and Versailles. 

Locarno Powers* note to Germany : proposals for temporary safe- 
guards and permanent setdemcnt. 

Financial and Trade Agreement between Italy and Albania* 

23 Three-Power Pact between Austria, Hungary and Italy extended. 

24 German provisional reply to Locarno Powers’ Note : rejection of 

“ discriminatory ” proposals. 

Debate in House of Commons on Legislative Council for Palestine, 

25 London Nava! Treaty signed. 

South Africa announced Budget surplus of ^3 million. 

27 Franco-Soviet Pact ratified. 

Debate on Forei^ Policy in House of Commons. 

28 Soviet Treaty of Mutual Assistance with Outer Mongolia, 

29 Italian advance on all fronts in Abyssinia. 

30 German Elections resulted in a 99 per cent, vote for Hider. 

First boring for oil under Board of Trade Licence began in Hamp- 
shire- 

Indian Legislative Assembly voted for termination of Ottawa 
Agreement. 


April. 

1 The Emperor of Abyssinia’s army defeated at Kworam. 

German Peace Plan issued. 

Compulsory Military Service introduced in Austria. 

2 Unira Kingdom reaffirmed Locarno obligations to France and 

Belgium, 

Treaty of Alliance between Iraq and Saudi-Arabia. 

6 Little Entente protest against Aiutrian Conscription. 

South African Native Representation Bill passed. 

7 Chinese Government protest against Soviet-Mongol Pact. 

8 FrcnA Peace Plan issued. 

10 Meeting of Locarno Powers at Geneva. 

Turkey requested amendment of Dardanelles Conventioii. 

12 Forty-Ninth Session of All-India Congress: President Nehru’s 
speech on Socialism. 

15 Arab revolt in Palestine began. 

18 Lord LinUchgow installed as Viceroy of India. 

20 League Council issued final appeal to Italy to behave as a founder- 

member of the League. 

Report of American Senate Committee on Munitions Industry. 

21 Mr. Chamberlain’s Fifth Budget: 3d. in £ increase cm income 

diut ; 2(L a Ik on tea. 
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ApriL 

24 Stldctexi Germans in Czechoslovakia appealed to the League agaimt 

alleged discrimination. 

25 Arab Supreme Council formed: decision to continue strike till 

Government granted their anti-Jewish demands. 

26 First ballot in French General Elections : Communist gains. 

27 South Africa announced Five-Year Defence Plan : 1000 pilots and 

12 squadrons of fast bombers. 

28 “ If my tardy allies never come, then I say prophetically, and without 

bitterness, * the West will perish.* ** (The Emperor of Abys- 
sinia's appeal to the Press of Great Britain.) 

Death of Kmg Fuad of Egypt : Prince Farouk succeeded. 

May. 

1 H.M. King Edward VIIl's Civil List fixed at ^410,000 a year. 

2 General Elections in Egypt : Nahas Pasha formed Wafd Cabinet 

(9th). 

Second ballot m French Elections : victory for the Popular Front. 

5 Mussolini announced occupation of Addis Ababa and end of 
Abyssinian War. 

7 Treaty between Egypt and Saudi-Arabia signed. 

8 British Questionnaire to Germany on foreign policy issued. 
Southern Rhodesia voted for amalgamation with Northern 

Rhodesia. 

13 Italy notified the Powers of the Annexation of Abyssinia. 

Prince Starhemberg dropped from Austrian Cabinet. 

17 Revolution in Bolivia : Military-Socialist regime established. 

18 Guffey Coal Act declared unconstitutional by U.S. Supreme Court. 
20 Eight-day public inquiry into Budget leakage ended, 

22 Resignation of Mr.J. H. Thomas : succeeded by Mr. Ormsby-Gore. 

Trade Diversion poUcy announced m Austraha. 

24 General Elections in Belgium : gains by Rexist Party. 

26 Belgian Cabmet resigned. 

27 Orders in Council issued establishing autonomy in the Eleven 

Provinces of British India, and the separation of Burma. 

28 British Government decided to withdraw the Coal Mmes Bill. 
French Stay-in Strikes began. 


1 Belgian Socialists demanded anti-Fascist measures and social reforms. 
Constitution of new Roman Empire announced. 

American Minimum Wage Law tor Women and Children declared 
unconstitutional . 

3 Outbreak of Strikes in Belgium. 

4 International Labour Conference opened. 

Blum Cabmet formed in France. 
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5 “Anti-Japanese** rebellion in Soutb China. Kwangtung anti 
Kwangsi armies marched northwards. 

M. Blum announced his programme in a broadcast appeal for 
ordcr. 

7 Matignon Agreements between French Unions and Employers. 

8 Mr. Pirow, South African Minister of Defence, visited England. 

9 French Government tabled several Bills on Social Reform : forty- 

hour week, paid holidays, collective bargaining, 

10-15 Dr* Schachfs tour of the Balkans. 

12 New Constitution for U.S.S.R. : draft published. 

Van Zeeland Cabinet of National Union formed in Belgium; 

restoration of order and social reform. 

Governor Landon nominated as Republican candidate for U.S. 
Presidency. 

Report of Commission on “ Nazification ** of South-W est Africa. 

13 Four Hundredth Anniversary of the Reformation celebrated at 

Geneva. 

17 Canadian Supreme Court invalidated eight New Deal measures. 
j)[8 Mr. Eden announced that Britain had decided to abandon sanctions. 

22 Montreux Conference on the Dardanelles opened. 

23 Japan refused to adhere to the London Navti Treaty. 

25 Japan retaliated against Australian Trade Diversion Policy. 

27 Mr. Roosevelt nominated Democratic candidate for Presidency. 

“ New Family Life ’* Decrees in force in U.S.S.R. 

29 U.S.A. retaliated against Australian Trade Diversion Policy. 

30 The Emperor of Abyssinia*s final appeal to the League. 

July. 

4 League Assembly invited proposals for League Rcfomi. 

Herr Greiser of Danzig cocked a snook ” in the League Assembly. 
6 The League Council raised sanctions against Italy as from July 15th. 
1 1 Austro-Gcrman Agreement signed. 

1$ Soviet Air Mission visited Czechoslovakia. 

17 Announcement that the British Mediterranean Fleet was to be kept 

permanently on a stronger basis. 

18 Outbreak of Spanish Civil War: military revolt of garrisons in 

Spain and Morocco. 

t9 Cabinet crisis in Spain : Giral Ministry formed. 

August. 

i French Government appealed for non-intervention in Spanish War. 

4 British Government supported French proposal : non-intervention 

pact suggested. 

5 U.SS.R. agreed to non-intervention in Spain. 

8 France decided to prohibit export to Spain of war material and 
sdreraft. 
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1936. 

AMgmt 

$ First World Jewish Congress at Geneva. 

11 Soviet Government lowered the military age from 21 to 19 as 

from 1939, 

12 U.S.A. announced impartiality in Spanish struggle: neutrality 

rules did not apply. 

18 Overwhelming defeat of Liberals in Quebec Elections. 

19 Trial of Trotskyists opened in Moscow. 

British ban on arms to Spain enforced. 

21 Italy agreed to non-intervention in principle. 

24 Germany extended period of military service to two years. 
Germany agreed to non-intervention pact : immediate arms 

embargo announced. 

25 Execution of ZinoviefF, Kamcneff, and fourteen others, for treason 

against the U.S.S.R. 

26 Anglo-Egypdan Treaty signed. 

28 Portugal agreed to non-intervention and banned exports of arms. 
30 Diplomats at Hendayc drafted plan for “ humanizing Spanish war. 
M. Titulcscu dropped from Rumanian Cabinet. 


September. 

2 Malta reverted to Crown Colony status, 

Spanish insurgents captured Irun. 

4 Caballero Ministry formed in Spam. 

British troops in Palestine to be increased to about 17,000. 

6 Franco-Polish Financial Agreement : French loans to Poland. 

Peace restored between Canton and Nanking. 

Draft Franco-Syrian Treaty initialled. 

7 African CoUcctive Security discussed at African International Trans- 

port Conference. 

British Government’s Statement of Policy on Palestine. 

8-14 Nazi Party Rally at Nuremberg : Colonial demands re-stated. 

9 First Meeting of Non-Intervention Committee in London : twenty- 
six nations represented. 

II Three-day continuous debate m House of Commons on new 
unemployment regulations. 

13 Spanish insurgents captured San Sebastian. 

20 U.S. drought damage said to affect one and a half million families : 

half corn crop destroyed. 

21 Abyssinian credentials accepted at seventeenth meeting of League 

Assembly. 

25 Devaluation of the franc and Three-Power Currency Agreement. 
28 Insurgents relieved the Alcazar, Toledo, and began advance on 
Madrid. 

27-29 General realignment of gold bloc currencies. 

30 Germany decided against devaluation. 
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Oc0her, 

z Goiecal Fmico, “ Chief of the Spami^ State/* annoqaced |»k»8 Ibr 
a corpc»:ate State. 

4 Pa5ci$t4Z)oinmtiiusc clashes in East of London. 

5 Italy devalued the lire by about 41 per cent. 

Labour Party Conference gave conditional support to rcarma* 
ment : urged strict enforcement of Non-Intervention policy : 
and voted aj^ainst af&liation with Communists. 

7 U.S.A. retaliated against German and Australian Trade ll^olldes. 
U.S.S.R. charged Italy, Germany and Portugal with breach of Non- 
Intervention Pact. 

10 Dissolution of Austrian Heimwehr and fall of Starhemberg. 

Large increases in Italian rearmament programme announced. 
Following intervention by Arab kings, Arab Higher Committee 
called off the strike in Palestine. 

14 King Leopold's declaration on Belgian neutrality. 

19 General Gocring appointed Director of the German Four-Y car Plan. 
22-28 Controversy between Lord Nuffield and the Air Ministry. 

24 Count Ciano's visit to Berchtesgaden : bcginnmg of Bcrlin-Romc 
Axis. 

30 Military coup dUtat in Iraq. 

31 Report of the Royal Commission on the Armaments Industry. 
Nopemher, 

I Brithh television service inaugurated. 

Mussolini declared that the Mediterranean was only a “ short cut ** 
for British Empire communications. 

3 Roosevelt returned by a vast majority in U.S. Elections. 

4 France announced extension of Magmot line to the ChanncL 

5 Mr. Eden replied to Mussolini's Mediterranean speech. 

6 Arab High Committee decided to boycott the Palestine Com- 

mission. 

Spanish Government transferred to Valencia. 

7 Heavy bombing of Madrid began. 

to Bill for prohibiting pohdcai uniforms m Great Britain. 

[I Anglo-Poiish conversations in London. 
t3 Rome Protocol Powers reaffirmed solidarity. 

18 Germany and Italy recogmzcd Franco's Government. 

20 More “ Trotskyist wreckers " tried m U.S.S.R. 

22 The Turkish fleet visited Malta for the first tunc since the war. 

23 His Majesty's Government refused to recognize cither side m Spain 

as belligerents, but prohibited carnage of arms in Bnnsh ships 

24 German-Japanese Anti-Comintern Pact signed. 

15 Stalin presented new Constitution to Soviet Congress. 

Outbreak of fighting in Waziristan. 

26 Anglo-Argentine Trade Agreement announced. 



Chrofudogy 


ifhmnher. 

27 Spaiuik Govmm.mt appealed to the League against ibrdgii 
intcrventioji. 

Decetriher. 

t Pan-^Amcrican Conference opened at Buenos Aires. 

German law making concealment of property abroad a capital 
offence. 

Reported landing of 5000 Germans at Cadiz. 

Speech by the Bishop of Bradford started widespread Press dis- 
cussions of Vaffaire Simpson, 

2 ** Constitutional crisis ’* ; fall in gilt-edged securities. 

Reported arrival of 4000 volunteers from France : thirty-two new 
Government aeroplanes seen over Madrid. 

4 Prime Minister’s statement in the House re morganatic marriages* 
France and Turkey referred dispute over Alexandretta to the 
League. 

9 The Non-Intervention Committee discussed control of volunteers 
to Spain. 

10 King Edward VUI’s Abdication announced to Parliament. 

Special Meeting of the League Council on Foreign Intervention 

in Spain. 

1 1 Abdication Act passed : George VI became King. 

Irish Free State abolished the Crown in its internal affairs. 

12 Proclamation of King George VI. 

Twenty-one American countries signed Argentine proposal for 
consultation and collaboration in the event of war. 

Chiang Kai-Shek kidnapped by mutineers at Sianfu. 

16 Twenty-one American countries signed U.S. proposals for the 
preservation of inter- American peace. 

25 Mutineers released Chiang Kai-Shek. 

27 Australian-Japancse trade war ended by agreement. 

1937. 

January. 

2 Anglo-Italian Mediterranean understanding signed. 

6 The Arabs decided to give evidence before the Palcstmc Commission. 
Roosevelt’s message to Seventy-Fifth Congress : veiled threat to 

Supreme Court. 

Franco-Turkish tension over Alexandretta. 

7 Road accidents in United Kingdom 1936: 6489 killed, 225,689 

injured. 

8 Franco-German tension over German activities in Morocco. 

9 British Note to Powers on prohibition of volunteers for Spain. 

Dr. Colijn^s appeal for economic co-operation between demo- 
cracies. 
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W7- 

January. 

lo km on volnnmers for Spain. 

12 Roosevelt issued proposals for administrative reform. 

13-23 General Goering*s visit to Italy. 

13 German decree forbidding use of wheat and rye as fodder. 

17 Mussolini declared democracies to be the breeding grounds of 

Bolshevism. 

18 Provincial Elections began in India. . 

18-27 Mr. Rundman visited the U.S.A. 

19 Mr. Eden appealed to Germany to co-operate for peace. 

23 Radek» Sokolnikov and others on trial in Moscow. 

24 M. Blum offered economic and political collaboration with 

Germany. 

Bulgarian-Y ugoslav Treaty of Friendship signed. 

17 Cabinet crisis in Japan between politicians and militarists. 

The League settled the Alexandretta dispute. 

18 Privy Council invalidated part of Canadian New Deal. 

19 British loan of ^40 million to French Railways. 

30 Fourth Nazi Anniversary : Hitler’s non-committal speech. 


February, 

2 Hayashi Cabinet formed in Japan. 

5 Roosevelt issued proposals for the reform of the Supreme Court. 

6 Landing of 12,000 Italians at Cadiz reported. 

8 Malaga captured by Spanish insurgents. 

8-10 Finnish Foreign Minister visited Moscow. 

II ^400 million British Defence Loan announced. 

General Motors Strike ended in U.S.A. 

13 M. Blum appealed for “ Pause in Government expenditure. 

1 5 Hitler announced General Synod to settle Church disputes. 

16 Britain announced defence expenditure of ,^1500 million in next 

five years. 

19 Attack on Marshal Graziam : massacre in Addis Ababa. 

20 Non-Intervention Committee’s proposals for prohibition of volun- 

teers for Spam accepted in principle. 

22 Rise in metal prices ; 50 per cent, rise in tin, 100 per cent, in copper, 

lead, and zinc. 

23 Anglo-Canadian Trade Agreement signed. 

26 Hitler fonnally guaranteed Swiss neutrality. 

27 Congress victories in six out of eleven Indian Provincial Elections, 

28 8000-1:0,000 Italians reported to have landed at Cadiz. 


March. 

I British White Paper on Special Areas issued. 

The U.S. Camcgte^lUmois Steel Co. recognized the C.LO. 



Stlecied Ckromlogy 

* 937 . 

Marck 

2 Modcaxi Prcsicicnt given supreme control of oil resources, 
Fivo*Point programme for the militarization of Italy adopted, 

3 Labour majority increased at London County Council Elections. 

5 French hnancial crisis : gold regulations relaxed. 

8 League Conference on Raw Materials opened, 

M. Sato’s speech on Japanese Foreign Policy : necessity of com- 
promise with China. 

More strikes in U.S. motor industry : 90,000 workers involved, 
10-21 Mussolini’s visit to Libya : Italy the Protector of Islam.” 

13 Spanish Note to League on German and Italian ” volunteers ” in 
Spain. 

13-21 Spanish Government victory at Guadalajara. 

16 P.S.F. clash with Communists at Clichy : five killed. 

21 Papal Encyclical “ Mit hrennender Sorge ** attacked Nazi doctrines. 

26 Pact between Italy and Jugoslavia signed. 

29 Congress Leaders in six Indian Provinces refused office. 

31 Japanese Diet dissolved on demand of the militarists. 

April. 

1 India Act came into force : Aden became a Crown Colony. 
Insurgent offensive on Basque front opened. 

2 Union Government’s ban on Nazi activities in South-West Africa. 
International Textile Conference opened m Washington ; Roose- 
velt’s warning against high prices of ” durable goods.” 

Lirtle Entente reaffirmed its solidarity at Belgrade. 

5 International Sugar Conference opened in London. 

M. van Zeeland announced acceptance of mission to inquire into 
removal of obstacles to world trade. 

6 Insurgent ** blockade ” of Basque coast began, 

1 1 Rexist defeat in Brussels By-Election. 

12 The Montreux Conference opened. 

U.S. Supreme Court upheld Labour Relations Act. 

15 Japanese Iron and Steel Duties abolished. 

19-20 International Plan for control of Spanish frontiers in force. 

19 Merger between Carlists and Falangists ; Falangist ” corporative ” 

programme adopted. 

20 Third increase m British income tax : N.D.C. proposals introduced. 

21 Twenty Nazi leaders arrested in Austria. 

22 Herr von Schuschnigg visited Mussolini. 

22-25 Polish-Rumanian rapprochement : Colonel Beck visited Bucarcst. 
24 United Kingdom and France released Belgium from Locarno 
undertakings. 

26 Guernica destroyed by bombs. 

30 Basque appeal to United Kingdom to evacuate women and children. 
London %us Strike began. 
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1937 - 

Mof, 

1 defeat ia Japanese C^cral Election. 

2 U.S.S.R, announced mird Five-Year Plan ; Moscow-Volfa cami 

opened. 

4 Austrian President and Chancdloc visited Hungary. 

4~TO Anarchist rising in Barcelona : troops sent from Valencia. 

8 Egyptian Capitulations abolished at Montreux Conference, 

8-19 English newspapers banned in Italy: Italian London corre- 
spondents withdrawn. 

8 Nasds secured two-thirds majority in Danzig Diet. 

The Yemen adhered to the Saudi-Iraq Pact of 1936. 
ta The Coronation of King George VI and Queen ElizabetL 
14 Opening of the Imperial Conference. 

16 N^rin Cabinet formed in Spain, 

19 ** Battle *’ for economic sclf-suffidcncy inaugurated in Italy. 

24 Supreme Court upheld old-age and unemployment iasurancc. 

Paris Exhibition opened, 

24-28 Conference of Oslo Powers at The Hague. 

26 Egypt joined the League of Nations. 

London ’Bus Strike ended. 

27 Strikes in U.S. steel industry : 70,000 men involved. 

28 Reconstruction of the National Government: Mr. Chamberlain 

Prime Minister. 

29 Statute of Alexandretta adopted by France and Turkey. 

Gcnnan battleship Deutschland bombed at Iviza. 

31 German fleet shelled Almcria : breakdown of Naval Patrol scheme. 

Jtme, 

I British N.D.C.” tax proposals withdrawn. 

Prince Konoe formed new Japanese Cabinet. 

7-14 German Foreign Minister’s tour of the Danubian cotmtrics. 

11 Eight Russian generals tried and executed for treason. 

12 Spanish Naval Patrol Scheme reconstituted. 

14 French bank rate raised to 6 per cent. 

Arrests of Protestant pastors recommenced in Gcnmny. 

Dail Eircann passed new Constitution and dissolved. 

Senate Judiciary Committee rejected Supreme Court reforms. 

15 Japanese Five-Year Plan for expansion of production announced. 

M. Blum asked for emergency flnancial powers. 

17 Federal Board set up to deal with U.S. steel strikes. 

19 The Spanish insurgents entered Bilbao. 

Thirfyi*onc Austrian Nazis convicted of belonging to an illegal 
organization. 

Seculai^don of confessional schools in Bavaria. 

21 Pah of the Blum Cabiner : M. Chautemps Pronier. 

Viceroy’s message to India on the constitutional deadlodb 
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June. 

21^191 Azmir Kiver incident : dash between Japan and U,S^S.R. 

23 Following alleged attack on cruiser Leipzig^ Germany and Italy 

finally left the Naval Patrol. 

24 British Exchange EqualiEadon Fund increased to £$75 naillion. 

28 Ninth Congress of International Chamber of Commerce met at 

Berlin. 

29 Paris Bourse closed. 

30 M. Chautemps granted emergency financial power.s: the franc 

impcggcd ” from gold. 

J">y- 

1 Soviet Defence Loans of 4000 million roubles at 4 per cent, issued. 
Irish Elections and plebiscite on new Constitution. 

Arrest of Pastor Nicinollcr in Berlin. 

7 bidian O^ngress decided to take office in six Provinces. 

7-8 Lukouchiao “ Incident ; fightmg between Japanese and Chinese 
near Peking. 

8 Publication of rlic Palestine (Peel) Report and Government ** state- 

ment of polic'/.” 

Non- Aggression Pact between Iran, Iraq, Turkey and Afghanistan. 
French decrees for increasing revenue issued. 

14 British Compromise Plan for Spain issued. 

15 Upper Silesim Agreement of 1922 terminated. 

17 Japan annoimced that entry of Nanking troops into Hopei would be 

a breach of the 193$ Agreement. 

United Kingdom signed Naval Agreements with U.S.S.R. and 
Germany. 

18 Pro-Nazi Demonstrations at Weis, Upper Austria. 

19 Japanese Agreement with local authorities in HopcL 

20 M. Bonnet announced drastic cuts in French expenditure. 

21 Parliamentary debates on Palestine. 

24 “ Hermann Gocring ” State iron works established. 

25 Arab Higher Committee rejected partition proposals. 

27 German wheat and rye crops requisitioned, 

29 Peking-Tientsin area in Japanese hands : Chiang Kai-Shek announced 

struggle had now become a national affair. 

30 Palestine Report before League Mandates Commission. 

Complete deadlock in Non-Intervention Committee. 

August. 

2 Mussolini-Chambcrlain correspondence on Anglo-Italian relations. 
4 Iraq protested to League against partition of Palestine. 

6 Mediterranean piracy began : air attack on British tanker* 

9 Incident ** at Hungjao aerodrome, Shanghai 
1 1 Fifteen Japanese warships arrived at Shanghai. 

General Sidky Pasha murdered in Iraq. 
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11 Zicaiist Conj^ss to negotiate with United Kingdom re establish- 

ment otjewish State in Palestine. ^ 

12 Chinese 88th Division arrived at Shanghai. 

Joint Note of Powers to China and Japan re hostilities at Shanghai 
14 Chinese attempt to bomb Japanese flagship at Shanghai : 1000 killed. 
Colonial Empire Marketing Board created. 

16 Japanese began systematic bombing of Chinese aerodromes and 

cities. 

17 British warships ordered to counter-attack pirate submarines. 

18 Valencia Government charged Italy with Mediterranean piracy. 

19 Chinese Note to Powers on Japanese aggression. 

21 Russo-Chinese Non-Aggression Pact. 

U.S. Congress adjourned : most of Roosevelt measures killed or 
mutilated. 

22-31 A million Polish peasants on strike. 

23 League Mandates Commission’s report on Palestine administration. 

25 Japanese proclaimed pacific blockade ** of coast from Yangtze to 

Swatow. 

Insurgents entered Santander. 

26 Air attack on British Ambassador in China. 

27 Mussolini congratulated Franco and published Italian casualties in 

Spain. 

Austruia announced increase of ^8 million in defence vote, 

28 Japanese took Nankow Pass, key to Inner Mongolia. 

Septemher. 

4 Italy renewed Treaty of 1926 with the Yemen. 

5 Japanese announced blockade of Chinese coast from Manchukuo 

to French Indo-China : foreign shipping liable to “ identifica- 
tion ” visits. 

6 Soviet Note to Italy charging her with Mediterranean piracy. 

7 Report of the League Committee on Raw Materials. 

7-13 jBorcign Ambassadors attended Nazi rally at Nuremberg. 

8 First Pan-Arab Congress at Bloudan censored British Zionist policy. 

9 Germany and Italy refused to attend Nyon Conference, 

10-14 Nyon Conference ; Anti-Piracy Agreement signed. 

12 China appealed to League against Japanese aggression. 

13 Japanese occupied Tatung in Northern Shanzi. 

14 Death of cx-President Masaryk of Czechoslovakia. 

16 League Council referred Sino-Japanese dispute to Far Eastern Com- 
mittee, and authorized United Kingdom to study Palestine 
problem on basis of partition. 

18 Bgypt protested to League against Palestine partition. 

Japan announced impending air attacks on Nanking : protests by 
the Powers (20diV 

urn 



Selected Chenolegy 


1937. 

Sepimher, 

19-2R Air raids on Nanking. 

aa Chinese ** Red ** army merged with Chinese army : ** Soviet 
Republic of China ** dissolved. 

24 Japanese advance on the Peking-Hankow and Tientsin-Pukow 
railways : key positions occupied. 

Rioting in French Morocco began. 

25-29 Mussolini’s visit to Germany. 

26 Britisb District Commissioner of Galdce murdered. 

30 Italy adhered to the Nyon Patrol Scheme. 

October. 

1 Arab Higher Committee declared an illegal organization: leaders 

arrested. 

Japan rejected mediation and declared she would fight to the 
bitter end. 

2 League Assembly rejected resolution on foreign intervention in 

Spain. 

2-17 38,000 Italian troops reported to have embarked for Libya. 

5 Roosevelt’s “ quarantine ” speech at Chicago. 

6 League issued invitations to Far Eastern Conference. 

10 Chiang Kai-Shek’s “ Backs to the Wall ” broadcast. 

1 1 Chinese in full retreat on Peking-Hankow railway. 

12 France and Yugoslavia renewed Treaty of 1927. 

13 Germany formally guaranteed Belgian neutrahty. 

15 Mexico formally announced rcconquest of Mexico for the Mexicans 

by the elimination of foreign capital. 

16 Flight of Mufti of Jerusalem to Syria. 

19 Ten per cent. Capital Levy in Italy. 

20 Plan for Spam accepted in principle : Italian opposition withdrawn. 
22 Fall of Oviedo : Asturian campaign ended. 

24 Lyon’s Ministry won Australian Elections. 

25 Resignation of M. Van Zeeland over Bank inquiry. 

26 Chinese forces withdrew from Soochow Creek, north of ShatighaL 

28 Provisional anri-Communist ” Government formed in Suiyuan. 

29 French troops occupied the Old City of Fez. 

31 Spanish Government transferred to Barcelona. 

Nouember. 

3 Far Eastern Conference opened at Brussels: Japan and Germany 

absent. 

4 350,000 acres of Mexican oil lands nationalized. 

5 German-Polish Declaration on treatment of minorities. 

6 Italy adhered to the Anti-Comintem Paa. 

9 Japanese captured Taiyuan, capital of Shansi: Chinese troops 
retreated from Shanghai. 
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10 PrcwdM Vargas establisiied a virtual dktatorsliip in Brtjdl. 

11 RM.G. announced appointment of agents to General Franco, 
la Japan t^iscd second invitatioa to Brussels Conference. 
i7-»i Lord Halifax’s mission to Germany. 

t 8 An|jo*American announcement of forthcoming trade negotiations. 
** Hooded Men ** conspiracy discovered in France. 

Military courts set up throughout Palestine. 

20 Chinese Government left Nanking. 

Italy announced forthcoming daily broadcasts in twelve languages, 
induding Arabic and Hindustani. 

24 Brussels Conference adjourned sine die. 

Belgian Cabinet crisis ended : Jansen Ministry formed. 

26 Dr. Schacht resigned German Ministry of Economics. 
aB M. Chautemps and M. Delbos arrived in London. 

29 Commons Debate on Population Bill. 

|0 Communique on Anglo-French conversations issued. 


December. 

3-20 M. Delbos* tour through Central and Eastern Europe. 

7 Chinese troops retreating on Nanking. 

II-14 Japanese controlled Provisional Governments set up at Taiyuan 
and Peking. 

12 Mussolini announced Italy’s withdrawal from the League. 

General Elections in U.S.S.R, : 96 per cent, majority for Stalin. 
Japanese attacked Bnush and American warships in the Yangtze : 

sinking of the U.S. gunboat Panay. 

13-^14 Japanese apologies for Yangtze ’’ mistakes ” to U.S. A. and 
United Kingdom. 

13 Japanese captured and .sacked Nanking. 

World military expenditure 1937 was ;^2400 million, against 
^£1450 million 1932 {League Armaments Year Book). 

15 Secretary Hull announced that United Kingdom and U.S. A. were 

working on paraOel lines in the Far East. 

16 Report of French Committee of Inquiry into Production. 
t7~2I Spanish Government’s victory at Tcrucl. 

18 Mexkan Labour Board’s award on labour conditions in the oil 

industry. 

19 Japanese property destroyed at Tsingtao. 

20 Parliamentary debate on Italian propaganda in Middle East. 

28 Goga Ministry formed in Rumania: anti-Semitic policy an- 

nounced. 

29 Comdeution of Eire came into force. 

Iniurgetlt counter-attadt on Tcrucl front began. 

$0 Sjng F«rouk dismissed Wafdi« Cabinet. 

31 Bjceokidm in U.S.S.R. 1937 for Trotsk)^ activities,” etc., icmi- 
odrially given as 4800 : unoBSdal escinmtes io,cx)o. 
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January, 

1 Japanese peace terms mbmittcd to ChinA by German Ambassador* 
Corporative State established in Estonia. 

2 Fremii Budget passed after an altnight sitting. 

3 First news broadcasts from London in Arabic. 

Roosevelt's Message to Congress on Social Reform and National 
Defence. 

4 White Paper announcing “ fact finding " Commission for Palestine 

issued. 

4-x 8 French Cabinet crisis : second Chautemps Ministry formed. 

5 Deficit of ^190 million anticipated for U.S. fiscal year 1938-39. 
Japan took over wireless administration at Shanghai. 

10 The Rome Protocol Powers met at Budapest. 

Ti The Imperial Japanese Council met for first time since 1914. 

12 New Parliament of U.S.S.R. met. 

16 Japanese statements of fundamental policy m China: no further 
dealings with Chiang Kai-Shek. 

18-20 Reciprocal recall of Chinese and Japanese Ambassadors. 

21 General Gamelin appointed French Chief-of-Staff for National 
Defence : M. Sarraut Minister for North Africa. 

22-24 Pighting in Abyssinia reported: 5000 Itahan troops left for 
East Africa. 

26 Nazi conspiracy discovered in Vienna : sixteen leaders arrested. 

27 Publication of the Van Zeeland Report. 

28 Roosevelt announced to Congress extension of naval programme 

of 1934 : expenditure of ^160 million contemplated, 

February, 

I British Naval Mission visited Portugal. 

4 Reorganization of the German Higher Command. 

Mediterranean Patrol Scheme extended : ftesh outbreak of piracy. 

5 British and American Notes to Japan on reported Japanese intention 

to build larger battleships. 

10 Roosevelt asked for additional million for unemployment 

relief. 

11 Rumanian Cabinet resigned: King Carol announced suppression 

of party politics. 

12 Dr. von Schuschnigg visited Herr Hitler at Berchtesgaden. 

Japan replied evasively to Anglo-American Notes on naval pro- 
gramme. 

14 Naval Base at Singapore opened. 

U.S. Treasury reversed Gold Sterilization PoH^. 

15-26 Cabinet crisis over release of political prisoners in Bihar and 
United Provinces. 

16 Austrian Cabinet reconstructed: Dr. von Scyss-Inquart Minister 
for Interior Security. 

1 8 Count Gnmdi's meeting with Mr. Chamberlain and Mr. Eden. 
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1938. 

Mfuary, 

zo ResigQ&tioii of Mr. Bden and Lord Ctanbome. 

Hitler^s speech to the Rekhsta^: review of Army changes^ 
Berchtesgaden Agreement, and position of ten miUioilKvermans 
in neighbouring stares. 
zi Italy accepted British Plan for Spain. 

22 Parliamentary debate on Foreign Policy and resignation of Mr. 
Bden. 

Spanish insurgent viaory on Tcruel front. 

Nazi Offices in Himgary closed : Major Szlassy arrested. 

Z3 Anglo-American trade negotiations opened. 

Unemployment in U.S.A. showed increase of 2,800,000 since 
Octotjer. 

24 New Rumanian corporative Constitution adopted by plebiscite. 
March, 

1 Mexican Supreme Court rejected Oil Companies’ appeal against 

Labour Board ruling. 

2 His Majesty’s Government announced expenditure of ;£343i 

million on Defence 1938-39. 

Dr. Niemoller released after trial : rearrested by Gestapo. 

4 Dr. Bcncs’ statement on Czech Foreign Policy and Minority Ques- 
tion. 

9 Chancellor von Schuschnigg announced a plebiscite for March 13th. 

10 Japanese overran Shansi and reached the Yellow River. 

Spanish insurgents began offensive on Aragon front. 

10-13 French Cabinet crisis : M. Blum formed stop-gap Mmistry. 

11 Austrian plebiscite postponed; German occupation of Austria 

began ; German assurances to Czechoslovakia : Hitler’s letter 
to Mussolini. 

Polish-Lithuanian frontier clash. 

Franco-Bridsh protest against occupation of Austria. 

12 German forces occupied the Brenner Pass : Hitler arrived at Linz. 

13 Austria annexed to Germany: plebiscite announced for April loth. 
Bukharin, Yagoda, Rakovsky and eighteen others convicted of 

“ Trotskyism ” : eighteen executions. 

14 Herr Hitler arrived in Vienna. 

Mussolini acquiesced iu the occupation of Austria. 

France renewed assurances of support to Czechoslovakia. 
id-i8 Eighteen air raids on Barcelona : 610 killed, 11 10 wounded. 

17 Polish ultimatum to Lithuania : troops massed on frontier. 

M. Litvinoff *s appeal for collcaivc resistance to aggression : Russian 
support of Czechoslovakia reaffirmed. 

17-24 German Parties in Czechoslovakia joined Hcniein Party. 

19 Lithuensa accepted Polish terms; diplomatic relations established 
fpr frtst time since 1922. 
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1938. 

Marck 

aO Mexico aimouticcd expropriatiott of foreign, oil companies. 

Zl Germany announced Austrian withdrawal from League. 

Z4 Mr. Hhamberlain’s statement on British Foreign PoScy. 

U.S. proposals for an International Committee oh political refugees, 
25 Bombing of British ships in Spanish harbours began. 

27 Spanish insurgents entered Catalonia. 

28 Japanese Provisional Government set up in Nanking. 

29 Closer co-operation between United Kingdom and South Africa 

over administration of Protectorates announced. 

April. 

1- 7 Major Chinese victory at Taierchwang. 

2 Wafa defeat in Egyptian Elections. 

United Kingdom and U.S.A. resumed freedom to build battleships 
over 35,000 tons. 

5 Reorganization of Spanish Cabinet. 

8 Cabinet crisis in France : M. Daladier formed Radical Ministry. 

British Note to Mexico on seizure of oil concessions. 

10 Plebiscite in “ Greater Germany ” : 99 per cent, vote for Hitler. 

Arab Nationalist Revolt in Tunis : Martial Law declared. 

12 Daladier Government received vote of confidence and plenary 
financial powers. 

14 Roosevelt announced new “ Pump Priming ” programme. 

Nazi Demonstrations in Danish Schleswig. 

1 5 Franco’s forces reached the Mediterranean coast. 

16 Anglo-Italun-Egypiian Agreements signed. 

17 Iron Guard conspiracy in Rumania : 200 arrests. 

23 Sudeten Germans formulated Eight Demands at Carlsbad. 
Anglo-Japancsc Agreement as to Shanghai Customs. 

25 Anglo-Irish Agreement signed. 

26 Increase of 6d. on income tax announced in British Budget. 

27-29 Anglo-French conversations on European situation. 

28 Switzerland resolved to revert to complete neutrality. 

May. 

2 Dr. Negrin’s thirteen-point statement of Spanish RepubHcan Pohey. 

2- 10 Herr Hidcr’s visit to Italy. 

3 Fint batch of French economic and financial decrees issued. 

4 Tripartite Agreement Powers accepted new low level for the firanc, 
7 United Kingdom and France urged Czechoslovakia to adopt peace- 

fill solution of minority problem. 

10 Lord Halifax’s speech to the League on Anglo-Italian Agreement. 

11 League discussion on Swiss neutrality. 

Integrahsta (Fascist) revolt in Brazil suppressed. 

12 Parliamentary debates on programme of air rearmament. 

British Note to Mexico on repayment of arrears of debt. 

Japanese occupied Amoy. 
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Xp$B, 

May» 

14 Mexico md Oteftt Britam impes&ded 4 ]^« 3 xmtic rekiiom. 

X5 Mussoltni m Genoa ^>eech wattie 4 {^rance dm her Spamuli policy 
was hindermg conciosion of Pca]i(x>«ltalian Agfecn»j|||t 

18 Sotis^ Afcican Govemment vkitosj in General Eleoiosis. 

19 Japanese took key city of Suchow. 

19^23 Tense wcek-ond over Czcck Municipal Elections : rumours of 
German troop movements : CmcIi reserves called up. 

24^26 Strikes and rioting in Jamaica. 

25 Second batch of French Economic Decrees issued, 

27 Ang^o-Turkish Hnancial and Trade Agreement. 

28-30 Heavy air attacks on Canton : over 1000 killed. 

June* 

1 Chinese appeal to the League against Japanese bombing of open 

towns. 

2 Chile gave notice of withdrawal from the League. 

4 British protests to Tokyo and Burgos against air attacks on civilians. 

Italy asKcd for early implementation of Anglo-ltalian Agreement. 

6 Germany defaulted on interest upon Austrian Loans. 

8 3000 dviiians killed in Canton air raids since May 28th. 

9 Social Credit Party defeated in Saskatchewan Elections. 

Exodus of Chinese Government officials from Hankow. 

British Government announced purchase of 400 aeroplanes from 
U.S.A. 

10 First Annual Report on the Colonial Empire issued. 

12 End of Czech Municipal Elections : Sudeten Party polled 91 per 

cent, of German votes. 

Baltic Entente met at Riga : resolved to keep clear of ideological 
camps. 

13 U.S. delegate on League Opium Commission accused Japan of 

deliberately flooding China with drugs. 

14 Since May 28th twenty-two Bntish ships had been attacked in 

Spanish waters. 

Yellow River floods : hostilities on Lungbai Railway stopped. 

21 Parliamentary debates on attacks on British slupping. 

23 Flooding of the Yangtze hindered Japanese advance on Hankow. 

24 Germany and Italy undertook to respect Swiss neutrality. 

25 Japanese War Minister warned the nation to be prepared to con- 

tinue war with China for at least ten yean. 

29 Alleged breach of Parliamentary privilege m the Sandys case. 

fuly. 

I Anglo-German Agreement on Austrian Debts. 

Germin decree authoriziitg conscription of workers of both sexes 
for National Service came into force. 
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* 93 *. 

Ml- 

t U.S. fi nmcia l year closed widt deficit of $1459 millioa; amalkst 
fince 1933. 

Factories Act came into force. 

5 Non-Intervention Committee adopted British Plan for Spain. 
British unemployment figures for June showed increase of 500,000 

upon figures of June 1937. 

6 Mc3cican Agreement for supply of oil to Germany. 

12 Venezuela announced withdrawal from the League. 

12-15 Evian Conference on Refugees. 

14 New Racial Campaign opened in Italy. 

1 5 Russo-Japanese frontier clash at Changkufcng. 

18 Spanish War entered its third year : proclamations from both sides. 
Herr Wiedemann, Hitler s A.D.C., arrived on goodwill mission to 
London. 

19-22 British Sovereigns visited Paris. 

20 R^ort on Anglo-Australian Trade Negotiations issued. 

Omcial statement on imgration: 26,000 British emigrants to 
Dominions in 1937 as against 285,000 in 1913. 

24 Conference of Oslo Powers declared that participation in sanctions 

was no longer obligatory to League Members. 

25 Lord Runciman accepted mission to mediate in Czech dispute. 
Bomb explosion at Haifa : thirty-nine killed, forty-six wounded. 

27 First British High Commissioner for New Zealand appointed. 

28 Royal Commission on the West Indies appointed. 

29 New Constitution for Malta announced. 

The Pope attacked Italian imitation of Nazi racial theories. 

3 1 Pact of Salonika between Bulgaria and the Balkan Entente. 


August, 

2 Severe fighting on the Russo-Japanese firontier. 

Speed-up of German frontier fortifications: 50,000 workmen 
conscripted. 

5 Census of Jews ordered m Italy. 

6 sioo Planes engaged in British air exercises. 

8 Italy and Germany urged moderation on Japan over Russian 

contiict. 

Mr. Hughes of Australia protested against methods of formulating 
Empire Foreign Pohey. 

7-9 Mr. MacDonald paid a fl)Tng visit to Palestine. 

9 A ten-day slump on the Berlin Bourse began. 

10 South Africa announced her twelfth Budget surplus — ^4,500,000. 

11 Russo-Japanese truce signed. 

Poland withdrew permanent representative from the League. 

15 Hitler visited Cierman Army manoeuvres: if million troops 
engaged. 





(Mm 


17 Stidetcisi < 3 eirxnto icjectwl Cstedb minotity proposals. 
jS President Roosevdt extended die Monroe Doctrine to Canada. 

19 Tlic Czech Government announced further concessions. H 
ai General Franco replied evasively re Volunteer Scheme. 

General Horthy's visit to Germany. 

23 The Little Entente agreed to Hut^^ian reannament. 

24 Japanese attadc on American dvil air liner. 

25 Japan announced dvil aeroplanes would fly over China at their 

own risk. 

28 Sir Jolni Simon’s speech on British attitude to Czech crisis. 

20 Manifesto of Polish peasants on political grievances. 

September. 

I Herr Henlein visited Herr Hider at Bcrchtcsgadcn. 

Italian decree ordering all Jews who had settled in Italy since 1918 
to leave within six months. 

5 Nazi Party Rally opened at Nuremberg. 

Seventieth Trade Union Congress opened at Blackpool. 

France announced recall of reservists to the colours m view of 
German military measures on French North-Eastern frontier. 

6 Czech Fourth Plan ” embodying most of Carlsbad demands 

presented to Sudeten leaders. 

Fortieth anniversary of accession of Queen Wilhelmina of Holland. 

7 Inddent of Morowska Ostrava : Czcch-Sudcten talks interrupted. 
10 Czech-Sudctcn negotiations on “ Fourth Plan ” resumed. 

Inflammatory speech by Marshal Goenng at Nuremberg. 

11-12 Fresh outbreak of frontier incidents. 

12 Herr Hitler at Nuremberg announced German support of Sudeten 

claims to self-determination. 

13 Czechs proclaimed martial law in frontier districts: Sudetens 

demanded withdrawal of state and spcdal police : negotiations 
broken off: violent outbreaks of disorder. 

14 Mr. Chamberlain announced his mtention of visiting Herr Hitler. 

15 Hitlcr-Chambcrlain conversation at Bcrchtcsgadcn. 

Herr Henlein demanded cession of Sudeten areas to Germany. 

16 Czech Government suspended activities of Sudeten party and 

issued warrants for Henlein’s arrest for high treason. 

17 Henlein from Germany issued call to arms : formation of Freikorps. 

18 Anglo-French conversatiom in London: proposals for pcacmil 

transfer of Sudeten areas to Germany formulated. 

19 Anglo-French proposals submitted to Czechoslovakia. 

20 Czih Government under pressure accepted Anglo-French plan. 
Hungarian and Polish ambassadon visited Herr Hitler. 

21 Spanisk Government announced withdrawal of volunteers from 

riirit service. 
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Septmher. 

22 Getierai Sirovy formed new Cabinet in Czechoslovakia. 

^2-23 ^^iitler-Chambcrlam Conference at Godesberg : Fresh German 
l|pdeiiiiands on Czechoslovakia^ including time limit, formulated. 

24 German “ ultimatum ** submitted to Czechoslovakia. 

25 Czechs refused to accept German demands : second Anglo-French 

conversations in London. 

26 Herr Hitler's uncompromising speech in Berlin : Germany notified 

of solidarity between France, U.K. and Russia. 

President Roosevelt’s first appeal to Germany and Czechoslovakia, 

27 Mr. Chamberlain’s broadcast, 

28 British Navy mobilised: President Roosevelt’s second appeal for 

settlement by negotiation: Parliament reassembled to hear 
Premier’s statement on the Crisis: announcement of Four- 
Power Conference at Munich. 

29 Chambcrlam, Daladier, Mussolini and Hitler in conference at 

Munich. 

30 Four-Power Agreement on Gcrman-Czech Crisis announced, 
Polish ultimatum to Czechoslovakia. 


October, 

I Czechoslovakia accepted PoUsh demand for cession of Teschen 
district. 

German troops enter ist and 2nd zones of Czechoslovakia. 
Resignation cf Mr. Duff Cooper from British Cabinet. 

Poles began occupation of Teschen district : Hungary demanded 
immediate negotiations with Czechoslovakia for settlement as 
to Hungarian minorities. 

3 Parliamaitary Debate on the International Crbis opened. 
Chamberlain justifies his pohey to the House. 

German troops occupied Zone 3 of Sudeten areas : Herr Hitler at 
Eger. 

Ultimatum to Czech Government from Slovak Autonomists. 

4 French Chamber approves Daladicr’s policy by 535 votes to 75; 

announcement of appointment of French Ambassador to Italy. 

5 Resignation of President Bcncs : International Commission deter- 

mined boundaries of Zone 5 of German occupation. 

French Government granted plenary' fmancial powers for limited 
period. 

6 House of Commons approves Chamberlain’s policy by 366 votes 

to 144. 

British High Commissioner for Palestine arrived in London. 

7 Czech Cabinet reconstituted : fuller Slovak participation. 

8 Italy announced withdrawal of 10,000 Icgionancs from Spain. 

9 Nazi mob stormed and sacked Cardinal Innitzer’s Palace in Vienna, 
German troops occupied fifth and largest Zone in Czechoslovakia, 
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'iOiKlF lOilim l%n» 


Ctojcr. 

^ HiderV Saattoickm ** We have no fbrdier demanck to 

make.*- 


10 Hore- 4 Bdlska announces teorgaokation of the Temtoml SFy^ 

11 Memorandum by N.F.U. criticizes Govcmincnt*8 agncuitural 

policy. 

14 New Zealand Labour Government re-elected with net loss of i seat. 


Anti-Semitic rioting an Vienna, 
ap Czechoslovak Communist Party dissolved. 

%i Canton captured by the Japanese, 

2$ Japanese enter Hankow. 

ay U.S. Note to Japan complaining against discrimination. 


Nwmher. 

1 Cabinet changes. Lord Rundman appointed Lord President of 

the Cotnidl ; Sir J. Anderson, Lord Privy Seal ; Mr. M. 
MacDonald, Secretary of the Dominions. 

2 Prime Minister emphasized value of Munich setdement and said 

that British armaments were not directed against Germany. 

2 Hungary awarded large areas in Czechoslovakia. 

3 Mdcererc College in Uganda inaugurated. 

6 General Smuts urged the Great Powers to co-operate in a reformed 

League of Nations, 

7 Herr von Rath killed in Paris. 

8 Hider, speaking at Munich, stated that return of the colonics was 

not a matter for war, but a question of justice. 

9 Government announce in a Statement of Policy on Palestmc that 

they wiU not proceed with partition. 

10 Kemal Ataturk died. 

Jewish pogrom in Germany. 

Labour Amendment to Address callii^ for Ministry of Supply 
rriected in House of Lords by 46 to 17. 

Air hroistcr announces 30 per cent, increase in Air Force costing 
between j(^i20->(^200 m^ion. 

XI Ismet Inmiu appoint^ successor to Kemal Ataturk. 

la M. Rl^mud announces new hnancial and economic measures. 

German Jews fined million. 

14 Japanese refuse to reopen Yangtsc to foreign sbippit^. 
ilS Anglo-itahan Agreement brought into effect. 

17 An^o-Amcrican Trade Agreement signed. 

lib^ Amendment to Address calling for Ministry of Supply 
n^*ected in the House of Commons. 

23 Prime Minister and Lord Halifix arrived in Paris for official visit. 
27 Poland and U.S.S.R. reaffirm dieir non-aggression paa. 
jn Oekiend Strike in France against new finan^ decrees. 

M. Chdreanu and 13 Iron Guard leaders killed in Rumania. 







V&mkr, 

1 Italy aimomicea adliermce to Loadoo Naval Treaty of 193S. 

2 Frem^ Ambasaador in Rome protested against demonstration in 

IjHian Chamber of Deputies concerning Corsica and Tunis. 

5 SudeBland poll result 08*90 per cent, majority for Hitler ; 27,4^7 

persons voted ** No.** 

6 German and French Foreign Ministen sign a Declaration in Paris 

recognizing present frontier as final. 

New Zealand introduces control of imports and exports. 

II Dr. Stoyadinovitch wins General Election in Jugoslavia. 

13 Finance Committee of French Chamber approved 1939 Budget and 

new Decrees by 25 votes to 17. 

14 Italian Budget for 1940 shows deficit of £§4 million. 

15 Provisional results of Memel elections show big increase in German 

vote. Lithuanians retain 4 seats out of 29. Dr. Schacht 
visits London. 

19 Censure Motion defeated in House of Commons. 

20 Motion welcoming Governments scheme for voluntary national 

service carried. 

21 Sir J. Anderson announces Government shelter policy. Shelters 

estimated to cost about ^20 million. 

Hungary aflfirms adherence to Ronie-Bcrlin Axis. 

22 Italians denounced Italo-Frcnch Agreement of 1935. 

29 Hitler decree brings German Sport under direct control of State. 

30 British Naval Mission in Berlin discussed modifications of Anglo- 

German naval ratios. 


1939. 

January. 

1 U.S. Note to Japan denies to Tokyo the right to revise arbitrarily 

conditions in the Far East. 

2 M. Daladicr began a tour of the French Mediterranean possessions. 

4 Colonel Beck met von Ribbencrop in Munich. 

The Japanese Cabinet resigned. 

Mr. Roosevelt, in his message to Congress, said that the U.S. had 
ways of combating aggressors short of making war on them. 

5 Mr. Chamberlain issued a statement praising President Roosevelt’s 

message. 

Colonel Beck visited Hitler at Berchtesgaden. 

Survey begun of accommodation for evacuation. 

<5 Finnish and Swedidi Governments agree on plan for the remilitar- 
ization of the Aaland Islands. 

9 War Office Statement denying atrocities by British troops in Pales- 
tine. 

10 Prime Minister and Lord Halifax, on their way to Rome, met 

M, Daladicr and M. Bonnet, at the Quai d’Orsay. 

11 Prime Minister and Lord Halifax interview Mussolini in Rome. 

1113 



Our ttim 


mp- 

J0amy. 

la Presyent asked U.S* Congress for ^105 millkai for De^nicae. 

13 Prime Minister and Lord Halifax: interview the Pope. 

Htmgaty joined the Anti-Commtern Pact. IHp 

14 Britim Note to Japan invites precise peace terms for Chii 2 and warns 

that we will not recogniac changes brought about by force. 

16 I.R.A. bombings in London and Manchester. 

17 Lloyd*s Register reveals decrease in British shipbuilding. 

18 Cabinet discuss Spain. Prime Minister refuses Mr, Amec’s request 

for recall of Parliament. 

General Dawes (U.S.), speaking in Chicago, supported Chamberlain’s 
action at Munich. 

ao Dr. Schacht succeeded by Herr Funk as President of the Reichsbank. 

General Franco’s troops witliin 29 miles of Barcelona. 

21 Czechoslovak Foreign Minister saw Hidcr in Berlin. 

24 National Service Rally at the Albert Hall, 

Provisional Schedule of Reserved Occupations issued. 

25 Sir S. Cripps expelled from the Labour Party. 

Statement by Mr. Gandhi justifying intervention by the Congress 
Party in the Indian States. 

26 Fall of Barcelona. 

27 Hidcr telegram congratulating General Franco. 

Joint British-French contribution to Czechoslovakia of ^16 million. 

28 Prime Minister, at Birmingham, says our motto is defence, not 

defiance or deference. 

29 Cabinet changes. Lord Chatficld, Minister for Co-ordmation of 

Defence ; Sir R. Dorman-Smith, Agriculture ; Sir T. Inskip, 
Dominions. 

30 Hidcr, speaking to the Reichstag, prophesied a long period of peace, 

but said that if Italy were involved in war, Germany would 
be at her side. 

February. 

1 New Minister of Agriculture outlined Government’s policy. 

2 Motion for Pensions for M.P.s approved. 

Germany announces increase in submarine tonnage. 

3 Lord Halifax welcomed coal agreement with Germany and forth- 

coming talks with the F.B.L 
LR.A. bombings in London Tube stations. 

6 Prime Minister in the House of Commons aBirmcd the solidarity 

of interests of Britain and France. 

7 Palestine Conference began at St. James’s Palace. Delegates of the 

National Defence Parry did not attend. 

S Bills designed to curb LR.A. activities introduced info Dail. 

9 Surrender of Minorca. 

Frittwro’s troops reach the French frontier. 

Bdgtan Cabinet reriims. 



Sele(ited Ckrmahgy 


tm* 

Bikmrf, 

10 iMidi of Pope Pius XI. 

Jap an^ forces landed on Hainan. 

12 DisnlUpnces in Cawnpore and Mandalay. 2a killed in former, 

24. in latter. 

13 Japanese Forei^ Minister assures French Ambassador that occupa- 

tion of Hainan will not exceed mihtary requirements in nature 
or divation.** 

14 3 5,000 ton battleship Bismarck launched at Hamburg. 

15 Statement relating to Defence foreshadows Service Estimates of 

£52$ million. 

16 Count Tcleki becomes Prime Minister of Hungary. 

18 Resolution of N.U.J. Conference at Birmingham welcomed 
Government action re Official Secrets, but desired further 
amendments. 

20 Sir J. Simon said that £230 million for Defence would be raised 

from revenue and ^350 milhon from loan. 

Continued intransigence of Arabs and Jews at Conference. 

Mr. Chen Loh, Foreign Minister of Japancse-cotitrolled Government 
in Nanking, assassinated. 

21 General Franco reviewed troops, including Italian legionaries, in 

Barcelona. 

22 Mussolini informed Franco that Italian legionaries will remain at 

his orders unril a “ definitive victory ** is won. 

General Council of T.U.C. reported that majority of Trades 
Councils have nominated representatives to coimninees for 
National Service (200 to 47). 

24 Hungarian National Socialist Party dissolved. 

French recognition of General Franco approved by 323 votes to 261. 

25 Count Ciano arrived in Warsaw for State visit. 

New Maltese Constitution promulgated. 

27 British Government recognizes General Franco. 

New Belgian Cabinet resigns after five days in office. 

28 Labour Censure Motion on recognition of Franco defeated by 

344 votes to 137, 

Royal Assent given in House of Lords to Export Guarantees Act, 
Czechoslovakia (Financial Assistance) Act, Currency and 
Bank Notes Act, 

Sir James Grigg,introduciiigIndianBudget, announceda small deficit. 
B.B.C. Annual Report shows 8,9o8,s>oo wireless licences issued 
last year. 

Marck 

I Lord Plymouth stated in House of Lords that Governments Far 
Eastern policy was based on the Nine-Power Treaty. 

General ^ocring said that Germany must this year build “ unim- 
aginable ** quantities of aeroplanes. 
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Mem#. 

2 Mr. BBioit omlined Govccimieiit** plans for s^nnces in 

wartime, 

Car 4 ma! PaccUi became Pope Pius XII. H' 

Marshal Petain appointed Frendb Ambassador to Burgos Govern- 
ment, 

6 £,soofiOO allocated for Secret Service. 

Negrin Cabinet leaves Spain for Prance. 

Japanese Cabinet announce six-year naval building programme to 
cost 169,300,000. 

7 Sir H. French outlined Government's war food plans. 

Unsuccessfo] Communist rising in Madrid. 

II ships of Republican Navy surrendered to French at Bizerta. 

Mr. Gandhi ended a long £wi after dbc Viceroy had ordered reference 
of the Rajkot controversy to the Chief Justice of India. 

S Duke of Alba appointed Ambassador in London. 

9 Further fierce anti-Communist fighting in Madrid. 

U.S. oflfers Brazil $120,000,000 assistance. 

10 Imperial Shipping Committee issues Report on British shippmg 
in the Orient. 

million provided under Defence Loans Bill for A.R.P. 

14,000 Communist prisoners claimed in Madrid. 

Martial Law in Slovakia. Hhnka Guards disarmed. Slovak 
Cabinet dismissed. 

Sir S. Hoare said that the three dictators of Europe and Prime 
Ministers of France and Great Britain had the opportunity to 
make themselves the eternal benefactors of the human race, if 
they would work in umty. 

12 Colonel Beck referred in the Senate to the Polish need for colonies. 
Fierce anti-Communist fighting continued m Madrid over the 

week-end. 

13 F. "Kso summoned to Berlin to meet Hitler. 

14 President Hacha summoned to Berlin. German troops entered 

Moravia. Slovakia declared its independence. 

Hungarian ultimatum to Prague. 

15 German troops occupied Prague. 

The Viceroy and Mr. Gandhi discussed the Rajkot dispute. 

16 Hitler proclaimed Protectorate over Bohemia and Moravia, 
Hui^arian troops reach Polish border. 

17 Getxnan offer to Rumania refused. 

Australia announces 3-year defence programme costing ^80 
million, and forecasts higher income-tax. 

18 M. Daladier given plenary powers. 

Aj<|ilfishop of Canterbui^ said that if challenge to whole basis of 
civilized order of mankind were to go iinchalknged we could 
never be assured of peace again. 





^ U.S*S*R» propoies cmdkmicc of peaceful Powers to restrain fbetu^e 
German aggression. 

Paper issued on Palestine negotiations in 191S. (McMabonr 
Hussein coirespondetKX.) 

President Lebrun arrived in London. 

Sir J. Anderson, speaking to F.P.A., denied that A.R.P. was in a 
muddle, and claimea it equalled, if not surpassed, anything to 
be found in Europe. 

Zl Lidiuania agrees to return Mcmcl to Germany. 

French Government issues a senes of decrees. 

Report issued of Royal Commission on amalgamation of Nyassa- 
land and the Rhodesias. 

Hitler arrived in McmcL 
Rumanian-German Trade Treaty signed. 

Mr. R. S. Hudson arrived in Moscow. Met M. Litvinoff. 

Prime Minister’s statement regarding German expansion in Central 
and South-East Europe. 

Mr. Gandhi called off civil disobedience campaign to allow time 
for reflection. * 

26 Mussolini stated his claims on France. 

Fighting on the Slovak-Hunganan frontier. 

27 Japanese capture Nanchang. 

28 Sir A. Geddes, at a National Service Conference, said that he 

believed that the Government had absolutely no mtention of 
introduemg conscription. 

Madnd surrenoered. General Miaja left for Valencia, 

New coalition Cabinet formed in Lithuania. 

29 M. Daladier, in a broadcast, refuted exaggerated Italian claims, but 

said that France was ready to listen to proposals made in the 
spirit of the 1935 Agreement. 

Japanese captured Wumng. 

30 G^eral Franco captures Valencia 

Herr Funk urged me Powers to accept the new German commercial 
and financial methods. 

31 Prime Mimstcr affirmed British support of Polish independence. 

Statement endorsed by Mr. Edlm at Newcastle, and by Lord 
Samuel at Saltbum. 

Japan annexes the Spratlcy Islands. 


I Hitler spoke at Wilhclmshaven at launching of 3 5,000-ton^battlcslup 
Tirpitz* 

Mr. R. S. Hudson arnved on trade visit to Stockholm. 

3 Colond Beck arrived in Lemdon. 

Lord Haliflix reaffirmed pledge to Poland, in House of Lords. 





^ m c^^Wcwi in fiiv^ow rf Mr# 

Cmigww fcprcsmtative, in Rajkot dispute, 

4 Kiig ^ leap kited in motor accident, Moncfc-Mascaii Brinii 
Cctesul in Mosul, murdered by mob, 

$ 0erman4ta]iaii Staff calks at Iimsbnick. 

Itebnm m-dccted President. 

Von Neuratb becomes Reicb Protector of Bohemia and Moravia. 

6 Parliament adjourned for Easter Recess. 

7 Italians invad^ Albania. 

10 Cabinet meets. Decides to recall Parliament on 13 th. 

11 King and Queen of Albania arnve m Greece. 

Hungary notified its withdrawal from the League of Nations. 

Sir M. Peterson, Bntish Ambassador, presented to General Franco, 
la General Hertzog said Domtmons arc not bound by Britain *s 
European commimicnts. 

13 Bntish guarantees given to Greece and Rumama. 

French guarantees given to Greece and Rumama. 

15 Roosevelt proposes to Hidcr and Mussohm that they should give 
guarantees to 30 named States. U.S. Navy moved from 
Atlantic to Pacific. 

iS M. Maisky leaves to report conversations with Lord Halifax. 
Successful Chmese counter-attacks around Canton. 

Names of Civil Defence Regional Commissioners announced. 

19 Finsbury deep shelter scheme rejected. 

20 Lord Pnvy Scal*s Conference condemned deep shelters and re- 

commended dis^iersion. 

Mussohm, replying to Roosevelt, said it was absurd to impute 
aggressive aims to Italy. 

Hitler" I 50th birthday. Review in Berlin. 

Food Council Report states general food mdex averaged 40 per cent, 
and cost of hving mdex 56 per cent, above those for July 1914. 

21 Cabinet changes. Mr. Burgin, Minister without Portfolio pendmg 

setting up of Mmistry of Supply ; Capt. Wallace, Minister of 
Transport ; Capt. Crookshank, Financial Secretary to Treasury , 
Mr« Lloyd, Secretary for Mines. 

23 Sir N. Henderson returned to Berlin. 

M, Gafrncu arrived for talks m London 

24 Lord Lothian appointed Ambassador to U.S.A. 

Mr. Winston Cnurchill, speaking at Mansion House, said that pubhc 
oUmion was growmg m favour of compulsory national service. 

25 Sir J. Simon introduces Bucket. 

Camdten Budget shows deficit of i milhon. 

Nadomd Council of Labour affirmed uncompromising opposition 
to ccmscription, and called on Government to develop voluntary 
lystem. 
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Sks^swMi Act* * . 

26 Collocation introdiiced for men sto^t. Strong protests W Lord 
Sneil and Mr. Attlee. 

Z7 U,S*S,R.-Turkish conversatiom begin. 

Conscription approved. In Lords, without a division ; in Commons^ 
by 375 to 145. 

Sdieduie of Reserved Occupadom revised. 

28 Hitler, speaking to the Reidbstag, replied to Mr. Roosevelt point 
by point. Denounced Anglo-German Naval Agreement and 
Non-Aggression Pact with Poland. Expressed willingness to 
negotiate. 

May, 

1 Hitler said German youth must be united in their struggle for 
Germany’s vital rights denied by other countnes. 

Voroshii(j^ stated U.S.S.R., though armed for peace, was fully 
prepared for a great war. 

3 Minister of Agriculture announced details of Government schemes 

for food expansion in wartime. £2 per acre grassland subsidy. 
Chungking heavily raided. 36 planes kill 800 persons. 

4 Litvmoff retires. 

Ribbentro p-C lano conversations. 

Colonel Beck replies to Hitler. Defends Agreement with Great 
Bntam. 

N.F.U. approves Governnicnr food plans. 

5 Prime Munster said that negotiations with U.S.S.R. were continuing. 
Continued air raids on Chungking. First raid now reported to 

have resulted in 4000 to 5000 casu^iltics. 

6 The King sailed for Canada. 

7 Political and military pact signed at Milan. Mussolini reported to 

have offered to mediate between Germany and Poland. 

Labour Party issues statement of policy on defence. Advocates 
Ministry of Defence and democratization of the forces. 

9 M. Potemkm visits Warsaw. 

Japanese Foreign Minister warns Great Bnraui of the consequences 
of Bnrish-Russian entente. 

Australian Government appeals to Japan for friendship. 

10 Territorial Army increase since April ist, 119.507- 

Prime Minister stated negotiations with U.S.S.R- continuing. 

11 Prime Mmistcr. speaking in London, said that wc were willing to 

discuss trade and economic conditions with Germany, but 
only if signs were given of a restoration of confidence. Dakdier’s 
spe^ in Paris to same effect. 

Scientists appointed to Civil Defence Research Committee. 

12 Anglo-Turkish Agreement reached. 



u 

1^ tt^Titriii* ASki«l liuic he could sec tto piofelems b% ciliOt^l 

it© juslify a war, but suspected sincerity of cbe Democradei. 
tt Klite ICbig arrived in Canada. 

Wtoe Paper on Palestine issued. Proposed setting up of independ^ 
ent state in lo years* tune. 

Riodug in Jerusalem. 

General franco oiBoally entered Madrid. 

UiS. Senate passed Naval Appropnanons of ^^154 million. 

Mr. Gandbi announced that he repents for his recent last. 

British reply to Japanese representations re International Settlement 
at Shanghai. Oenics that its status can be altered except by 
international agreement. 

21 LR.A. cause furcs in 7 seaside hotels. 

Maisky-Hahfax conversations m Geneva 

22 Italo-Gcrman Treaty of Alliance signed m Berlin 

23 Palestme policy approved. Labour amendment defeated by 100 

majority aSid motion approved by 89 majority » 

24 Kmg’s Empire Day broadcast. Spoke of ties bindmg the U.S. 

with the Empire. 

25 Text of Mimstry of Supply Bill issued. 

26 Final draft of British proposals to U S.S R. dispatched to Moscow, 
Grandi, at a dumer in London, attacked the Democracies and said 

that Italy had learnt who ’were her real enemies 
The Prime Munster thanked Portugal for her reaffirmation of the 
Alliance between the two countries. 

28 Dr. Burckhardt returned to Darwig after absence of 6 months 
Gcrman-Italian staff talks open in Rome 

29 Mr. Nash arrived from New Zealand to discuss credits 
Fightmg reported on the Manchukuo frontier 

Sir S. Cnpps* expulsion upheld by Labour Party Conference. 
(2,100,000 votes to 402,000.) 

30 Hungarian Nazis gam 26 scats (net) in General Election. 

Nazi Press discloses German help to General F ranco. 

Motion advocating resistance to conscription defeated at Labour 
Party Conference. 

31 M. Molotov Lid down the essential condiruim for a Pact with 

Britam and France. 

Gen. Sir E. Ironside appomced Inspector-General of Overseas Forces, 
Gem Sir W, Kukc, Inspector-General of Home Forces. 

June, 

% L^ss of die submarine Thetis. 

Text of Danish-Gcrman Non-Aggression P.ict published. 

2 Hidcr said at a dinner given to Prmcc Paul of Jugoslavia that the 
common fronaers of Germany and Jugoslavia were deter- 
mined for ever. 
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17 

21 

22 

23 

24 


27 


Tlbift Fopc iiis rjwioift peace inov<5Si, and said dtesy li^d 

ntoived a sympatlietic response. 

Swe^ Government withdraws Bills re co-operadon with Fndand 
for retmhtaitzation of Aaland Islands, and for raddcation of 
Naval Amement with Great Britain. 

Fopniadon of U.S.S.R. has increased by 15*9 per cent, since 1926 
to 170,500,000. 

Nearly 200,000 conscripts reported under Military Training Act. 
Hidcr, at Kassel, rebutted war gudt clause of Treaty of Versailles. 
Unemployment 286,523 less than May 1938. 

The Kmg enters the U.S. 

Prime Minister announced that progress had been made with the 
talks with the U.S.S.R. 

General Gamelm on a visit to England. 

Openmg new Parliament, Kmg Carol said that Rumanian pohey 
was one of peace, but not at any price. The frontiers would 
be defended at the cost of any sacrifice. 

Australian Government forced to accept amendment to National 
Register Bill providing for census of wealth. 

Horc-Bclisha, speaking at Devonport, said that we were becommg, 
almost ovcrmght, as it were, a great military power. 

The King returned to Canada. 

Japanese blockade of Bntish and French Concessions at Tientsin 
began 

Mr Strang, of British Foreign Office, arrived m Moscow 
Admiral Horthy, opcmiig F^arliamcnt, suggested the Pope might 
call a conference to settle European problems 
Tcrritonal Army strength — 406,000 all ranks. 

Four Mam Line Railway Compames report gross traffic receipts for 
1938 ^7 miUion less than in previous year. 

Foreign Office issued scatcmcni on Bnnsh policy m Tientsin dispute 
If new Japanese demands are persisted m, Government will 
have to take steps 
The Kmg visits Ncwtoundland. 

M Gafencu asserts sohdarity of the Balkan Entente. 

British troops m Tientsin rcmforced Japs occupy Swatow 
The Kmg returns to London 

Russian Government reject latest Anglo-French proposals. 
Franto-Turkish Agreement signed 
Cotton-rubber barter agreement with U S signed 
LR.A bomb explosions m London 17 persons injured. 

Prime Minister, speabng at Cardiff re dispute at Ticntsm, said that 
no British Government could submit to dictauon by another 
Power as to its foreign policy. 
t.C C. approves estimates for £900,000 for A.R.P. 
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17 M. Ddbdier appealed for nattonal iiidty» m of grave i|matici>t 
aooo to 3000 men arrived in Danzig to organize ** f¥ee Oorpiw** 
Japanese Govcmmcaat agrees to negotiate re Tientsin. 

Memo, sent to Getmmy re denunciation of Anglo*<^rmaii Naval 
Agreement. 

kp Presidimt of Poland broadcast that the value to Poland of the 
Corridor and of the ports of Gdyma and Danzig was beyond 
all price. 

My* 

1 M. Bonnet reaffirmed to the German Ambassador French deter- 

mination to fulfil undertakings to Poland. 

M. Molotov received new Anglo-French proposals. 

National Council of Labour appealed to the German people for 
peace. 

U.S, House of Rcprcscntanvcs passed new Neutrality Bill with 
amendment in favour of retaining embargo on export of arms. 

2 Herr Forster reaffirmed Danzig*s determination to enter Reich. 

3 Heavy fighting reported in Outer Mongolia. 

4 Agreement between Germany and Italy for emigration of German 

inhabitants in South Tyrol. 

Ministry of Transport outlined plans for control m wartime of 
road passenger services. 

Swedish industrulists talk with F.B.I. 

5 Cabinet meetings to discuss difficulties with U.S.S.R. 

Bulgarian Prime Mmistcr arrived m Bcrbn. 

6 M.F.G.B. broadcast from secret station to German miners an appeal 

to resist aggression. 

7 M. Munters (Latvian Foreign Minister) cxpLiincd m The Times why 

Baltic States refused to accept a joint guarantee of independence, 
to Prime Minister made a statement on Danzig. Described in Berlin 
as ** giving a blank cheque ” to Warsaw. 

Revolt in Asturias reported cruslicd. 
ti Foreign Relations Committee of U.S. Senate decided by 12 votes 
to 1 1 not to report the Neutrality Bill to the Senate. 

100 R.A.F. bombers made non-stop flight over France, 
ri Jewish emigration into Palestine suspended for 6 months from 
October i. 

Rumania and Greece gramed credits coralling ^7 1 million. 
Supplementary Army Estimates provide for issue of million. 

13 On Third Reading of Finance BdJ, Sir f- Sunon stated chat defence 
* expenditure would be ^£730 million instead of 

foreshadowed a new loan. 

Cozr of Ministry of Supply estimated at £t44f 3 50,990. 

14 Roosevelt sent a message to Congiess urging it to take acdon ** in 

the cause of peace and neutrality.** 
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14 Miaistry of Health issued a White Paper stacing that scheme foi 
ile^uing with civiliajti casualties should be ready in October, 
is Sir R. Crai^ had three hours* talk with M. Arita. 

17 Sir B. Ironside arrived in Warsaw for staff talks. 

Mr. Lloyd announced Government plans for fuel rationing and 
prices. 

18 Supplementary civil estimate for ;£io,330,i50 for emergency 

hospital and evacuation plans. 

19 Craigie-Arita talks continue. 

On the advice of the leaders of the Senate, President Roosevelt 
has postponed neutrality revision until January. 

20 Mussolini announces lo-year scheme of agrarian reform in Sicily. 
22 Agreement between Japan and Great Britain signed in Tokyo. 

British and French Ambassadors saw M. Molotov for die eleventh 
time. 

24 Statement in the House on Hudson-Wohltat talks. 

During Second Reading of Prevention of Violence Bill, Sir S. Hoarc 
revealed details of I.R.A. S ** plan. 

New Dutch Cabinet sworn in under Dr. Colijn. 

25 250 British bombers flew over France. 

Finsbury A.R.P. Committee decided to recommend construction of 
car-park air raid shelter at cost of ^(^263,000. 

27 U.S. abrogated 1911 Treaty of Commerce with Japan. 

New Dutch Cabinet defeated on motion of confidence. 

Select Committee on Estimates criticized high prices of aircraft 
contracts. 

28 Trade and Payments Agreement . signed between Germany and 

Japan. 

29 French Council of Ministers approved 90 new decrees, one of them 

postponing General Election until 1942- 
M. Reynaud, broadcasting, warned the nation that they must be 
prepared for new sacrifices, 

31 12,000 Naval Reservists reported for duty. 

House of Lords debated Blcdisloc Commission's Report. 
Prohibition cstablislicd in Bombay. 

August 

1 Mr. Lloyd outlined Government plans for control of petrol and oil. 
Rioting in Bombay. 43 injured. Curfew proclaimed. 

A.R.P. Co-ordinating Committee claimed Government report on 
steel shelters* test is ** fiir too optimistic.*’ 

2 Motion for adjournment of House until October 3rd carried by 

1 16 majority. Labour Amendment to reassemble on August 
list defeated by 118 votes. Prime Minister made issue one 
of confidence. 
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1 Union of South Africa took over aiJminijitration of Caprivi Finger. 

2 Anglo-PoU&h Agreement signed. ^^8 million credit to Poland. 
Orde Browne Report on conditions in West Indies published. 

3 Lord HaliEoc restated British policy in the House of Lords. 

4 Parliament adjourned. 

6 Herr Forster summoned to Bcrchtcsgaden. 

7 Danzig Senate Note to Poland refuting Polish Customs officials* 

complaints. 

8 British and Indian troops reinforce Singapore garrison. 

Canton River rc-opened, Japs drop 200 bombs onWuebow, killing 
200 and wounding 700. 

9 The King inspected the Resers’^e Fleet at Weymouth, 

Herr Forster returned from his conference with Hitler. 

0 Test “ blackout *’ of 27,000 sq. miles of England. 

New Spanish Cabinet announced. 

Von Ribbentrop and Ciano meet at Salzburg. 

Port workers strike in Tanganyika- Serious rioting. 

1 British Government decide to surrender 4 Chmese prisoners to Japs. 
British and French Military Missions arrive in Moscow. 

King Carol arrived in Istanbul for conversations with Ismet. 

Dr. Burckhardt bad an interview with Hitler at Salzburg. 

4 Messrs, Mendelssohn of Brussels, Bankers, suspend payment. 
General Muto, in the Tokyo Press, sets out Army view of British 

policy, 

Bridisn Supreme Court applied to for writ of Habeas Corpus on 
behalf of 4 Chinese prisoners. Government at Chungking 
protest formally against British Govenimcnt’s decision. 

5 Report of Dr. Burckhardt*s meeting with Hitler handed to 4 

Govenimcncs. 

4 N.U.R. claim for 50s. minimum wage rejected by 4 Main Line 
Companies. 

6 Zionist Congress opened in Geneva. Dr. Weizmann deplored the 

present policy of the British Government. 

A.SX.E.F. demands rejected by 4 Mam Line Companies. 

7 Application for writ of Habeas Corpus dismissed in Shanghai : 

notice of appeal given. 

Report of Permanent Mandates Commission on British policy in 
Palestine published, and British Government’s comments 
thereon. 

200 French bombers flew over England. 

.8 Gctman-Slovak Pact rc German garrisons in Slovakia. 

Release of 200 Nazis previously arrested in Poland. 

Treasury Solicitor accepts service of summons for writ of Habeas 
Corpus on behalf of 4 Chinese prisoners, 

9 The Pope, in an address, made another appeal for peace. 
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m9‘ 

August. 

19 Anglo-Japanesc negotiations temporarily discontinued by mutual 
agreement. 

ti Announcement of German-Russian Non-Aggression Pact. 

22 French Cabinet meets, British Cabinet meets and issues statement 

reaffirming British policy and outlining precautionary measures, 
A.S.L.E.F. call a strike of their members for Saturday, August 26th, 
midnight. N.U.R. ded^ to submit their claim to National 
Tribunal. 

23 Von Ribbentrop arrived in Moscow for signature of Pact. 

Sir N. Henderson delivered a message to Hitler at Berchtesgaden 
reaffirming pledge to Poland. 

23 Australia and New Zealand declare their solidarity with Great 

Britain. 

British and French Ambassadors interview Colonel Beck for second 
time in 24 hours and renew their assurances. 

Board of Trade cancel export licences for export of war material 
and forbid export of certain commodities except under licence. 
A.S.L.E.F. reject Ministry of Labour’s suggestion to postpone date 
of strike. 

24 Prime Minister and Lord Halifax made statements on international 

situation. 

Emergency Powers Bill passed all stages and became law. 
Parliament adjourned until Thursday, August 31st. 

Von Ribbentrop returned to Ciermany and immediately saw Hitler. 
British subjects warncl to leave Germany. 

Polish Reserves mobilized. 

Tlie Pope issued another appeal for peace. 

The King arrived in London and held a Privy Council. 

A.S.I..E.F. suspend strike decision. 

27 Cabinet meets. 

Hitler rciecis Daladicr’s suggestion of direct negotiation with 
Poland. 

C^rmany reaffirms neutrality pledges to Belgium, Holland, and 
Switzerland. 

Hungary refuses to sign Non-Aggression Pact with Rumania. 

27 Board of Trade requires sanction for transfer of British ships. 
Treasury Order prohibits dealings in certain securities. 

28 Sir N. Henderson has i J hour interview with Hitler. 

Mediterranean closed to British ships, which are also ordered to 

leave Baltic. 

Franco-German frontier closed. Censorship instituted in France. 
Polish frontier evacuated. 

Text published of Hirlcr-Daladicr correspondence. 

Japanese Cabinet resigns. General Nobuyuki Abe becomes Prime 
Minister. 
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A SELECTED BIBLIOGRAPHY 

Thi« selected Bibliograpky is divided into two mam sections, each of 
which is further subdivided. Section “ contains books whose subject- 
matter is relevant in general to the whole or to a large part of the 
material in Our Own Times. Section “B** is reserved for books dealing 
with particular aspects of the whole story of Our Own Times. Both 
the selection of the Bibliography and the above-mentioned division of 
the books selected was necessarily a somewhat arbitrary proceeding. 

In the preparation of this revised Bibliography 1 am indebted to Miss 
P. F. Beard. — S. K.-H,, September 1938. 


A.~.THE GENERAL BOOKS 


Political; Economic; Social; Reference Books, Periodicals; 
Useful Series. 


POLITICAI . 


A Study of History. A.J. Toynbfe. 3 Vols. 1934. Oxford University 
Press.^ (Further volumes m preparation.) 

Survey of International Affairs.* A. J. Toynbee. 1920-23, 1924 — 
(Annual). Oxford Umversity Press for the Royal Institute of 
Inrematjonal Affairs. 

The Intelligent Man s Review of Europe To-day. G. D. H. and M. I. 
Cole. 1933. Gollancz. 

The New World: Problems in Political Geography. I. Bowman. 4th 
Ed. 1929. Harrap. 

Political Myths and Economic Realities. F. Delaisi. 1927. Douglas. 
Equality. R. H. Tawney. Rev. Ed. 1931. Allen & Unwm. 

Tfic Coming Struggle Jor Power. J. Strachey. 1933. Gollancz. 

After the Deluge. L. Woolf. 1931. Hogarth Press. (Reprinted by 
Penguin Books, 1937.) 

Documents on International Affairs. Ed. J. W. Wheeier-Bennett and 
S. Hbald. 1928— (Annual). Oxford University Press for the 
Royal Institute of Intemarioiial Affairs. 

Speeches and Documents on International Affairs, 1918-37. Ed. A. 
Beeriedaub Keith. 2 Vols 1938. Oxford Umversity Press 
(World’s Classics). 


* Unless otlierwise slated die place of publication is London. 

• The economic sections from the later volumes are also published separately ; 
Slump and Rtcovery , i9a9-*37< H. V. Hodson. 1938. Oxford Univeraty 
Press. 
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Economic. 

WmM B^ommic Swwy. — (Annual). Geneva: League of 

l^ations. (London ;^ents : Auen & Unwin.) 
hiematipftal Labour Cottfireme: X>irea<>rs Report. 1 923 -«-( Annual). 

Geneva and London : International Labour Office. 

Btmk for Internationa! Settlements: Annual Report. 1931-2 — (Annual). 

Bade. 

The Intelligent Man*s Guide through World Chaos. G. D. H. CotB. 
1932. Golianc?.. 

International Economic Policies. W. S. Culbertson. 1929, New 
York and London : Applefon-Century, 

Slump: A Study of 5 fnVke« Europe. H. Hessell Tiltman. 1932. 
Jarrold. 

Workf Wealth and Happiness of Mankind. H. G. Wells. 1932. 
Hcincmann. 

Rerooery: the Second Effort. Sir A. Salter. Rev. Ed. 1933* Bell. 
Ecottomic Consequences of Progress. Roy Glenday. J934. Routledgc. 
The Great Depression. Lionel Robbins. 1954. MacniilLm. 

Profits and Politics in the Post War World: An Economic Survey of 
Contemporary History. R. D. Charquis and A. U. Ewen. I934- 
Gollancz. 

Properly or Peace ? H. Brailseord. 1034. Ciollancz. 

The State and Economic ..Life. Record of 6th International Studies 
Conference. 1934. Paris: Iiitcniatiojuil Imtirutc of Intellectual 
Co-operation. (London agents : Allen &: Unwin.) 

Utthalaticed Budgets: A Study of Finance in Eifieen Countries. Ed. H. 
Dalton. 1934. Routledge. 

En^iry into Clearing Agreements. 1935. Geneva: 1 cague of Nations. 
Remarks on the Present Phase of International Economic Relations. 1935. 
Geneva : League of Nations. 

World Finance since 1^14. Paul Einzig. 193 5* Kcgan Paul. 

The Development of Modern World Trade. I. Lipwncott. 1936. New 
York and London : Appleton-Century. 

The Improvement of Commercial Relations between Nations and the l^ohlem 
of Monetary Stabilisation. 1936. Joint Committle Carnegie 
Endowment and International Chamber Of Commerce. 
Paris : Inremaiional Chamber of Ctmimcrcc. 

International Fa:onomk Recomtmetion. 1936. Joint C^ommjiteb 
Carnegie Endowment and International Chamber op Com- 
merce. Pans : International Chamber of Commerce, 

Report on the Possibility of obtaining a General Reduction of the 
Obstacles to International Trade, Paui van Zeeland. 1938. 
H.M. Stationery Office. 

Supplements to The Economist : War Debts and Reparations , Januar)' 
^5* 1932. The War Debts, November 12, 1932; Ottauta 
Supplement, October 22, 1932; World Economic Confintnee, 
June 10, 1933 ; Ottawa Section, May i, 1937. 
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Wm" Debts and World Prosperity. H. G. Mouwon and L. PasvoisKCY, 
Washington : Brookings Institution. 

Burope The World* s Banker, 1870-1914. H. Feis. 1930. New 
Haven : Yale University Press ; London : Milford. 

Great Britain from Adam Smith to the Present Day. C. R. Fay. 2nd Ed, 
1929. Longmans. 

British Industries and their Organization. G. C. Allen. 1933. Longmans. 
Bconomk Demlopment of France and Germany, 1815-1914. ]. H. 

Clapham. 4th Ed. I 93 < 5 ‘ Cambridge Umversity Press. 
Economic Resources and Trade of the World. I. Lippincott. 1929. 

New York and London : Applcton-Century. 

International Control of Rato Materials. B. B. Wallace and L. R. 

Edminsteh. 1930. Washmgton : Brookings Institution. 

World Resources and World Industries. E. W. Zimmerman. 1933. 
New York: Harper. 

The Strategy of Raw Materials. Brooks Emeny. 1935. New York 
and London : Macmillan. 

Raw Materials and Colonies. 1936. Royal Institute of International 
Affairs (Information Dept. Paper) 

Raw Materials in Peace ana War. Eugene Staley. 1937. New 
York : Council on Foreign Relations. London : Royal Institute 
of International Affairs. 

Report of the Committee for the^ Study of the Problem of Raw Materials. 

1937. Geneva : League of Nations. 

The International Distribution of Raw Materials. H. Kranold. 1938. 
Routlcdgc. 

Markets and Men. J. W. F. Rowe, 1936. Cambridge Umversity 
Press. 

World Agriculture • An International Suruey. Report by a Study 
Group of Members of the Royal Institute of Intcmaoonal 
Affairs. 1932. Oxford University Press. 

Considerations on the Present hvolutwn of Agricultural Protectionism. 

1935. Geneva: League of Nations. 

Unemployment : An International Problem. Report by a Study Group 
of Members of the Royal Institute of International Affairs, 
1935- Oxford University Press. 

The Balance of Births and Deaths. R. R. Kucsynski. 2 Vols. 1 928-3 1 . 

Waslimgton : Brookings Insutuaon. 

World Population. A. M. Carr-Saunders. 1936, Oxford Umversity 
Press for the Royal Institute of International Affairs. 

International Migrations. Ed. W. F. Willcox. 2 Vols. 1929-31. 
New York : National Bureau of Economic Research. 

Social. 

A Hundred Wonderful Years, 1820-1920. C. S. Peel. 1929. Lane, 
Progress of Man. A. M. Hocart. 1933. Methuen. 
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of om time. J. Ht^NGA. 1:93c }icinmxamk^ 

BroaJmiif^. H. JMUtMBSON. 1933. ButtemortK {Home Uuiver^ty 
I,ibifary)^ 

Tht Pms in World Affairs, K. W. Desmond. 1937. New York 
and London ; Applcton-Century. 

Ptopi^mda and Dictatorship. E< 3 . H. W. Cmtos. 1936. Princeton 
University Press. 

InmrrtaHonal Studies in Modem Education. S. H. Baiuby. 1938. Oxford 
University Press for the Royal Institute of International Alfairs. 

New Survey of Loudon Life and Labour. 9 Vols. 1930-35. P. S, King. 

Unemployment in the Learned Professions: An International Study of 
^cHpational and Educational Planning. W. M. Kotschntg. 1937. 
Oxford University Press. 

RjBmjtENCE Books. 

Foreign Affairs Bibliography^ 1919-32. Comp. W. Langbr and H. 
Fish Armstrong. 1933. New York and London: Harper 
for CouJial on Foreign Relations. 

7000 annotated entnes, classified under 380 beads. 

A Bibliography of the Social Sciences. Prepared by the Association 
for Education in Cimcnship. 1935. Oxford University Press. 
(First Supplement in preparation.) 

The Statesman's Year Book. Macmillan. 

The Annual Register. Longmans, 

Britamka Book of the Year. Encyclopaedia Bntannica. 

Political Handbook of the World. (Aimual.) New York and London: 
Harper for Council on Foreign Relations. 

The Statistical Year Book of the League of Nations. Geneva : League 
of Nations. 

The International Labour Office Year Book. Geneva and London: 
International Labour Ofcc. 

An Atlas of Current Affairs. J. F. Horrabin. 1934. Gollancz. 

PERlomCAlS. 

The Bconomist. (Weekly.) London. 

Bulletin of Intertiational News. (Fortnightly.) Royal Institute of 
International Afiairs. 

V Europe Nouvetle. (Weekly.) Paris. 

Forefen Affairs. (Quarterly.) New York: Council on Foreign 
Relations. 

Forefen Policy Reports. (Fortnightly.) New York: Foreign Policy 
Association. 

ktmatkml Affairs. (Bi-monthly.) Journal of the Royal Intdiuce 
of International Amirs. 
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'TM (Weekly.) Broadcasting Hotisc. 

P^mtttg, (Fortnightly.) P.E.P. (Political and Economic Planning). 

Vmmt Smms. 

The Home University Library. Buttcrworth. 

Making of Citizens Scries. University of Chicago Press. 

Ihc Modem World Series. Bcnn. 

Modern States Scries. Arrowsmith. 

Nations of To-day. Hodder & Stoughton. 

World Problems of To-day. Sidgwick & Jackson. 


B,— THE SPECIAL BOOKS 

T/ie Pre-War Period; Tlie Great War; The Peace Treaty; Europe; 
The Near East; The United States oj America; The Far East; The 
British Empire; Colonial Policies and Claims; Latin America; The 
Organization of Peace ; Economks. 

Thb Pub-War Period. 

World History, E. Fueter. 1923. Methuen. 

A History of Europe, 1815-1933. J. A. R. Marriott. 1931. Methuen. 
Europe in the Nineteenth and Twentieth Centuries. A. J. Grant and 
H. W. V. Temperley. 1932. Longmans. 

Freedom and Organization, 1814-1914. Bertrand Russell. 1934. 
ADcn Sc Unwin. 

Foundations of British Foreign Policy (1792-1902). Harold Temperley 
and Lillian M. Penson. 1938. Cambridge Umversity Press. 
Britain in Europe, 1789-1914. R. W. Seton-Watson. 1937. 
Cambridge Umvcrsiry Press. 

The Hapshurg Monarchy. H. Wickham Steed. 1913. Constable. 
German, Slav and Magyar. R. W. Seton-Watson. 1916. Williams 
& Norgate. 

French Public Opinion and Foreign Affairs, 1870-1914. M. Caroll. 

1931. New York : The Century Co. 

German Diplomatic Documents, i87i--iyi4. Ed. E. T. S. Dugdalb. 
1928. Methuen. 

The Great Illusion. Norman Angell. 1913- Heincmann. 
Franco-German Relations, G.P. Gooch. 1923. Longmans. 

The Immediate Origins of the War. P. Renouvin. 1928. Milford. 
The Origins of the World War. S. B. Fay. 2 Vols. 1929. Macmillan. 
Great Britain and the German Navy. E. L. Woodward. 1935, 
Oxford University Press, 

Before the War: Studies in EHplomacy. G. P. Gooch. 2 Vok 
Longmans. 
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Theumints m the Origim the War. Bd. O. P* Gooch md H. W. V. 
TmiPBmxf. xt VoU. 1926-S8. H.M. Smionery OflSce. 
{V0I+ Xn, Containing index, etc., remains to be published.) 
Tmenty-^JPive Ycm. 1891-1916. Viscount Grby op Faxxooon. 1915. 
Hodder & Stoughton. 

Grey af Palhdon. G. M. Trevelyan. 1937. Longmans, 

Journals and Ijetters, Viscount Esher. 4 Vok 1934-38. Nicholson 
6c Watson. 

Through Thirty Years, 1892-1922. H. Wickham Steep. 1914. 
Heinemann. 

Life of Joseph Ckambertain. J. L. Garvin. 3 Vols. 1932-34. Mac- 
millan. 

■'he Great War. 

Official History of the Great War: Military; Naval Operations; Sea- 
borne Trade; The War in the Air. H.M. Stationery Office and 
other publishers. (In course of publication.) 

The World Crisis, 1911-1%. Winston Churchill. 6 Vols. 1923-31. 
Butterworth. 

.4 History of the Great War, 1914-18, C. R. M. F. Cruttwell. 
1934. Oxford : Clarendon Press. 

My War Memories, 1914-18. General E. Ludendorff. 1919. Allen 
& Unwin. 

Soldiers and Statesmen, 1914-18. W. Robertson. 2 Vols. 1926. 
New York : Scribner. 

War Memories. D. Lloyp George. 6 Vols. 1933-36. Nicholson & 
Watson. 

Loyalties: Mesopotamia 1914-17 and Mesopotamia 1917-20. Sir 
A. Wilson. 1930-31. Oxford University Press. 

Italy and the Great War. A. Salandra. 1932. Arnold. 

Some Bconomic Consequences of the Great War. A. L. Bowley. 1930. 
Butterworth (Home University Library). 

HE Peace Treaty. 

History of the Peace Conference of Paris. H. W. V. Temperley. 
6 Vols. 1920-24. Oxford University Press for the Royal 
Institute of International Affairs. 

Peacemaking, 1919. H. Nicolson. Cheap Ed. I937* Constable. 
GranJeur and Misery of Victory. G. ClemEnceau. 1930. Harrap. 
Econontic Consequences of the Peace. J. M. Keynes. 1920. Macmillan. 
The peace Settlement in the Certnan Polish Borderlands: A Study of 
Conditions To-day in the Pre-War Russian Provinces of East and 
Wtst Prussia. L F. D. Morrow. 1936. Oxford University 
Press for the Royal Institute of International Affairs. 

NaiitMal States and National Minorities, 1934; Hungary and her Suc- 
cessors: 7 he Treaty of Trianon and its Consequences, 1919-37. 
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1937' C. A. Macartney. Oxford University Press for die 
Royal Institute of International Affairs. 

Czechs and Germans. E. Wiskemann. 1938. Oxford University 
Press for the Royal Institute of International Affairs, 

Europe. 

General : 

Englishmen, Frenchmen, Spaniards. S. Madariaga. 1928. Oxford 
University Press. 

New Governments in Europe. R. L. Buell. 2nd Rev. Ed. 1937. 
Nelson. 

Church and State on the European Continent. A. Keixer. 1936. Ep- 
worth Press. 

Italy against the World. G. Martelu. 1937. Chatto & Windus. 
Britain and the Dictators. R. W. Seton- Watson. 1938. Cambridge 
University Press. 

The Fascist: Hb State and Mind. E. B. Ashton. 1938. Pumam. 
France : 

France: A Study in Nationality. A Siegfried. 1930. New Haven: 

Yale University Press ; London : Milford. 

Is God a Frenchman? f. Siedurg. Tr. from the German. 1932. Cape. 
The French Political System. W. L. Middleton. 1932. Bcim. 

Post War Frana. P. Vaucher. i934* Butterworth (Home Uni- 
versity Library). 

The Destiny of France. Alexander Werth. 1937- Ha mish Hamilton. 
The Framework of France. H. G. Daniels. I937* Nisbet. 

The Economic Policy of France. George Peei.. 193 7* Macmillan. 
Peasantry and Crisb in France. Neil Hunter. 1938. Gollaucz. 


Germany : 

Republican Germany. H. Quigley and R. T. Clark. 1928. Methuen. 
Stresemann. A. Vallenfin. Tr. E. Sutton. 1931. Constable. 
Germany my Country. F. Sieburg. Tr. W. Ray. 1933* Cape. 
Germany under the Treaty. W. H. Dawson. 1933. Allen A Unwin. 
Germany s Foreign Indebtedness. C. R. S, Harris. 1935* Oxford 
University Press for the Royal Institute of International Affain. 
Hindenhurg: The Wooden Titan. J. W. Wheeler-Bennbtt. 1936. 
Macmillan. 

Mein Kampf. Adolf Hitler. (First published 1925-27.) Munich : 
Eher. 

** My Struggle.** Adolf Hitler. Abridged English translation. 1936. 
Hurst Blackett. 

**Mon Combat.** Adolf Hitijer. Unabridged French translation. 
Nouvelle Edition iatinc. Paris, 1938. 
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H. Powts G»8 Snwooi>. 1934., EotitMg^. 
Ctrmmffs Third Empire* MoBi^it van bin Bmm, Tt* fom me 
Gennm 1934 * Alien 6:: Unwin. 

A History of NaHomt SocioUsm, K. Heibbn. Tr. from the German. 
1934. Methuen, 

7 %e Sam Prohkm. 1934* Royal Institute of International 
(Information Dept. Paper), 

The Pall of the German RepuhUc. R.T. Clark. 1935. Allen & Unwin, 
Hkkr: Whence and Whither? H. Wickham Steed. 5th Rev. Ed. 
1937. Nisbet. 

The Hmse that Hitler Built, S, H. Roberts. 1937. Methuen. 

The Results of Four Years of National Socialism, The Banker^ Special 
No.» February 1937 - 

Hitler, K. Heiden. 1936. New York : Knopf 
Hitler and the Christiam. Waldemar Gurian. 1937. Shecd 6 c Ward. 
The Yellow Spot, the outlatvini^ of half a million human beings. 1936. 
Gollancz. 

Documents drawn chiefly from German sources on the treatment 
of the Jews. 

German Unii^sities and National Socialism, E. Y. Hartshorne. 1937. 
Allen & Unwin. 


taly : 

The Fascist Dictatorship in Italy. G. Salvemini. 1928. Cape. 

Italy. L. ViLtAHJ. 1929. Benn (Modern World Senes). 

Mekir^ Fascists. H. W. Schneider and S. Clough. 1929. Chicago 
University Press. 

A “ study of civic education.” 

The Mian Corporative State. F. Pitigliani. 1933. P. S. Kmg. 

MussoUnVs Italy. H, Finer. 1935. Gollancz. 

Under the Axe of Fascism. G. Salvemini. 1936. Gollancz. 

Economic and Financial Position of Italy. 193 5* Royal Institute of 
Internationa} Affairs (Information Dept. Paper). 

Italy and Abyssinia. 3rd Ed, Sept. 1935. Roy.al Institute of Intcr- 
mcionaf Aflairs (Information Dept. Paper). 

Italy c^ainst flie World. G. Martejxi. 1937. Chatto Sc Windus. 

Atmo Xmi: The Conquest of an Empire. E. De Bono. 1937. 
Cresset Press. 

The War in Abyssinia, P. Badoglio. 1937. Methuen. 

Mussolini* s Roman Empire. G. T. Garratt. 1938. Penguin Books 
itd. 

Itafy*s Foreign and Colonial Policy, H. H. Macartnev and 

P. Crbmona. 1938. Oxford University Press. 


The Pat^rous Sea* G. Slocombe. 1936. Hutchinson. 
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Mediimmem Cross^Curtmts. Maimsaubt Bovbsi. Tr. feom tbc 
German. 1938. Oxford University Press. 

The Mediterranean in Politics. E. Monxoe. 1938. Oxford University 
Press. 

Bcertomic Pkmting in C{>r|»or<inVe Portugal. F. Cotta. 1937. P. S. King. 

Spain : 

Spain. S. Madariaga. 1930. Bcnn (Modem World Series). 

The Spanish Tragedy, 1930-36. E. Aluson Peers. 1936. Methuen. 

The Spattish Cockpit. F. Borkenau, 1937. Faber. 

War in Spain. F. White. i 937- Longmans. 

Burgos Justice : A Years Experience of Nationalist Spain. A. R. ViiA- 
PLANA. Tr. from the Spanish. 1938. Constable. 

Central Europe and the Balkans: 

Poland. R. Dyboski. 1933. Benn (Modem World Scries). 

The Poland of Pilsudski, 1914-36. R. Machray. 1936. Allen & 
Unvvin, 

Heirs to the Hapshurgs. G. E. R. Gedye. 1935. Arrowsmith. 

The Ottoman Empire and its Successors, 1801-1936. W. Miller. 
4th Ed, 1936. Cambridge University Press. 

South of Hitler. M. W. Fodor. 1938- Allen & Unwin. 

Austria and After. F. Borkenau. 1938. Faber. 

Short History of Czechoslovakia. K. Krofta. Tr. by W. Bcardmorc. 
1935. Williams & Norgate. 

Hungary. C. A. Macartney. 1934. Bcnn (Modem World Series). 

The Balkan States. 1 . Economic. 1936. Oxford University Press 
for the Royal Institute of International Affairs. 

King Zogs Albania. J. Swire. 1937- Hale. 

Modem Greece, rHoo-1931. J. Mavrogordato. 1931. Macmillan. 

Greece. W. Miller. 1933. Bcnn (Modern World Scries). 

Greece* s Anatolian Adventure — and after. A. A. Pallis. 1937- 
Methuen. 

A History of the Roumanians from Roman times to the completion of 
Unity. R. W. Seton-Watson. 1934. Cambridge University 
Press. 

Politics and Political Parties in Roumania. 1936. International Reference 
Library Publishing Co. 

Belgrade Slant. J. D. E. Evans. i 937* Hurst & Blackett. 

Sec also hooks on minorities under Peace Treaty^ above. 

Scandinavia and the Baltic States : 

Modem Denmark. H- Jones. I9a7- P. S. King. 
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Denmark, A. KormstY. 1937. Faber. 

Finland: The New Nation. A. Rothery. 1936. Faber. 

Norway, G. M. Gathorne-Haroy. 1925. Benn (Modern World 
Series). 

History of Sweden. C. Hallendorf and A. Schuck. 1929. Stock- 
holm : Fritze ; London : Cassell. 

Sweden: Land and People. A. Rothery. 1934. Faber. 

SU/eden: The Middle Way. M. W. Childs. 1936. Faber. 

Baltic and Scandinavian Countries. (Thrice Yearly.) Gdynia : Baltic 
Institute ; London : Bergson. 

The Baltic States : A Survey of the Political and Economic Structure and 
Foreign Relations of Estonia ^ Latvia and Lithuania. 1938. Oxford 
University Press for the Royal Institute of International Affairs. 


Soviet Russia : 

Russia. P. H. Box, 1934. Arrowsmith (Modern States Series). 
Political and Diplomatic History of Russia. G. Vernadsky. 1937. 
Williams & Norgate. 

The History of the Russian Revolution. 3 Vols. L. Trotsky. 1933. 
GoUanez. 

The Russian Revolution, 1917-21. W. H. Chamberlin. 2 Vols. 
1935. Macmillan. 

Lenin. D. S. Mirsky. 1931. Holme Press. 
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Wiilingdon's repressive measures, 473 
Youth movement, 471 
mentioned, 292, 464, 480-1, 483, 597, 
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Indians in IJ.S«A. con&ted to reser- 
vations, 2i8 

Indian Youth Movement abandons 
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Assyrian massacres in, 612 
Britain and, i8o-i, 851 
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Abyssinia, Reasons for invading, 838- 
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Peace Treaties and, 209 
Poland and, 215 
Political System and, 31 
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Saar Plebiscite and, 725 
Sectet Treaties with, 87, 91-a 
Shipping (1914-18), 77 
Socialists secure power in, 162 



Amea ^ii 4 7R7 
Sjmhkf kh Sof^^-ia 

SimRi^ War a|]4 8|»-5 
Straaat Her txhitim ^?5 
Mmarifie warfare and, 70 
Subsidies im industry an^ 388 ^ 

Tariffs 343, 3SO 

Tenritorial daims on France, 888 
Triple Alliance and, 91, i6x 
Turkey and, 174-y, 177-9, 185 
Turkey adopts her penal code, 181 
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735 
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662, 665-6, 668-9, 717, 814, 850, 
896 

Russian War (1905), 222, 225, 653 
Russo-German Pact, Reactions to, 897 
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France and, 115, 192-3 
Germany and, 117 
Hungary and, 191 ; iu i, 733 
Italy and, 208-12, 217, 860 
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Conference (1927), 346 
League of Nations, Administrative and 
Technical Aspects of, 739-40 
Advisory Commission, Permanent, of, 
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Czechoslovakia and, 272, 733 
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